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The Baltimore and Ohio Railroad Company 


em 


OFFICE OF THE PRESIDENT 


Baltimore, Ma., February 28, 1931, 


To the Stockholders of The Baltimore and Ohio Railroad Company: 


The President and Directors submit herewith a 
preliminary condensed income statement, compared 

with preceding year,.together with balance 
sheet, as of December 31, 1930, and certain other 
general information which it is thought will be of 
interest. 

The Annual Report in the customary form will 
be prepared and forwarded later to those stock- 
holders who have advised or may advise the Sec- 
retary of the Company of their desire to receive a 
copy. 

The net income for the year available for divi- 
dends and other corporate purposes, after the pay- 
ment of interest, rentals, taxes and other fixed 
charges, was $21,423,770 
ja. is a decrease of $7,344,138, compared with 


ee the 4% dividend on the 
Preferr there remaine 

equal to $7.44 per share on the amount 
of common stock outstanding during 
the ‘year. Quarterly dividends at the 
annual rate of 7% were declared on 
the common stock, and amounted to. 


$19,069,242 


- $17, 940,687 


leaving a surplus from the operations 
for the year of $1,128,555 


The total accumulated surplus of your 
Company on December 31, 1930, was. .$109.851.329 
a decrease, compared with December 
81, 1929, of $4,607,457, due principally 
to the charge to this account of the 
discount and commission on $63,031,000 
Thirty-year 44% Convertible Gold 
Bonds, which were sold on March 11, 
1930, through an offering to the holders 
of the stock of the Company, and to 
other adjustments. 
During the year there was an in- 
crease in investment in road and real 
estate, etc., of 
equipment 


$14,571,408 
was c- 
$11,359,753 


retired 
1,700,454 


old equipment 
in the amount of 


Resulting in a net increase in Invest- 


ment in Equipment of 9,659,279 


Total increased investment’ in prop- 
erty used in transportation service.... $24,230,687 
The following additional equipment was pur- 
chased: five all-steel dining cars, seven all-steel 
cafe and parlor cars. fifty all-steel coaches, 1,625 
all-steel box cars, 300 all-steel hopper cars, 1,300 


THE BALTIMORE AND OHIO RAILROAD COMPANY 
INCOME ACCOUNT 


Revenue from 

Revenue from passenger transport: 
tion 18,567,622 

Revenue from mail, express and 

14,386,477 


other transportation service... . 


freight aseenmee $173, 706. O37 $205, 1. 402 
22,138,627 
17,790,747 


all-steel gondola cars, and twenty-seven pieces of 
marine equipment. 

Nine passenger-train cars, 1,485 freight-train 
cars, 176 pieces of work equipment, one piece of 
floating equipment, and fourteen pieces of miscel- 
laneous equipment, no longer suitable for modern 
and efficient service, were retired during the year. 

Following the policy of your Company to provide 
greater comfort for its passengers, ten new 
coaches, with reclining individual seats were put 
in service during the year, and four additional 
are under construction. ‘These coaches are an in- 
novation, and have been designed especially for 
overnight travelers who do not wish to avail them- 
selves of Pullman sleeping car accommodations, 
and are so constructed that they afford the greatest 
possible comfort to patrons. A unique feature is 
a lunch counter compartment at the end of the 
car, where light lunches and soft drinks are served 
at moderate prices under the most sanitary condi- 
tions. No extra charge above the regular railroad 
fare is made for the additional convenience afforded 
by these cars. 

The world-wide economic 
gan in the latter part of 1929, is reflected in the 
reduced earnings of business in general, and as 
the prosperity of the railroads is closely co-related 
to that of industry, the effect on the operating 
revenues of the railroads has been severe. The 
decline in volume of traffic available during the 
year 1930, as compared with 1929, coupled with 
increased competition with other forms of trans- 
portation, such as the motor buses snd trucks and 
inland waterways, has resulted in decreased reve- 
nues, as follows: 


depression, which be- 


Freight revenue 
Passenger revenue 
Mail revenue 
Express revenue 
All other revenue 


$38,758,340 


The decrease in Mail Revenue was not because 
of any diminution in mail handled, but owing to 
the inclusion in the revenues of 1929, of $1,3381.- 
824, representing additional compensation due by 
the Government for the period from May 9, 1925, 
to July 51, 1928, and paid in July, 1929. 

Operating expenses were very substantially re- 
duced, but not beyond the point consistent with 
efficient and safe operation. As shown in the 
Income Account, the operating revenues decreased 
+ ion while operating expenses were reduced 

» 

Notwithstanding the curtailment in maintenance 
expenses, the property was adequately maintained 


Total Decrease 


Revenue Ton Miles 
Average Miles per Ton 
Average Rate per Ton Mile 
(mills) 
Revenue Tons per Train Mile 
Freight Train Miles per 
Train Hour 
* Decrease. 


Increase or Decrease 
Amoun lo 
$*31,783,065 *15.47 
* 3,571,005 *16.13 
* 3,404,270 *19.14 





Total Railway Operating Revenues $206,660,436 $245,418,776 


$*38,758,340 *15.79 





Maintenance of Way and Structures $22,442,383 
— of Equipment 41, ty ae 


raffic 3 
= 72,500,106 
8,145,895 
2,090,897 





$29,418,140 
51,765,468 
94 2 


2,229,124 * 


$* 6, eg 757 322 71 
*10, dhy .307 * 
3501 
*10, a5 707 


* 104,162 
138,227 





Total Railway Operating Expenses $153,142,375 $180,570,034 


‘oa 
Equipment 


$*27,427,659 *15.19 





35.08% 


Transportation Ratio 
74.10% 


Total Operating Ratio 


33.80% 
73.58% 


s Physical hag wal 





Net e909 from Railway Opera- 
eg $53,518,061 


$64,848,742 


$°11,330,681 °17.47 Total Investments 





$10,326,670 
2,942,778 


$11,965,798 
3,698,834 


$*1,639,128 *13.70 
*756,056 *20.44 


Current Assets 





ool Charges to Net Revenue.. $13,269,448 


$15,664,632 


$*2,395,184 *15.29 





Net pe Operating mage) as 
defined in Transportation Act of 


Other Income—Rents, Dividends on 
Steck and Interest on Bonds 
owned 


$40,248,613 


11,243,924 


$49,184,110 


8,427,835 


$*8,935,497 *18.17 


2,816,089 33.41 





Total Income from all sources. $51,492,537 


$57,611,945 


$*6,119,408 *10.62 





$29,155, a4 
912,90: 


Deductions for Interest and Rentals 
All Other Charges against income 


$28,024,557 
819,480 


$1,131,308 4.04 


93'422 11.40 | [on Term 


senate D 





Total Deductions from Income. . so neEaeF 


$28,844,037 


$1,224,730 4.25 Equipment Obligations 





Balance of Income available for 
Dividends and other 
purposes $21,423,770 


$28,767,908 


Capitalized Leaseholds 


$*7,344,138 *25.53 Payable, 





Dividends declared: 
Preferred Stock—4% 

Common Steck (7% for year 
gal iy to June 30th and 
7% to December 31st, 1929 


$2,354,528 


17,940,687 


$2,354,528 


15,367,783 


Investment in Separately Operated Companies, 


in Sinking Funds and Deposits account Property Sold 
Investment in Other Companies 


to meet requirements, and is in good physical cop. 
dition. Because of the liberal maintenance pro. 
gram of preceding years, an even greater curtail- 
ment might have been realized had it not been 
the desire to sustain employment so far as prac. 
ticable under existing conditions. 

The ratio of operating expenses to operating 
revenues in 1930 was 74.10%, as compared with 
73.58% in 1929, which, under the conditions pre. 
vailing during 1930, reflects a sound performance, 

ile the revenue ‘ton miles decreased 3,459, 787,- 
082, or 16.75%, the tons per train mile were ‘actu. 
ally increased 20.35 tons, or 2.33%. The average 
revenue train-load at 892. 07 tons established a new 
record and is gaa in the transportation ratio 
which was 35.0 

In its complete. plan for the consolidation of 
railroads into a limited number of systems, issued 
under date of December 9, 1929, the Interstate 
Commerce Commission allocated the Chicago and 
Alton Railroad to the Baltimore and Ohio System, 
A favorable ~ gy 7d offering, your Company 
acquired all of the $16,834,000 General Mortgage 
20-Year 6% Gold Bonds. — 1932, and more than 
96.50% of the $22,000,000 First Lien 50-Year 
3%% Gold Bonds, due 1950, of the Chicago and 
Alton Railroad at a cost of approximately $93,. 
000, 4 his has placed your Company in a po- 
tential position to acquire this property subject to 
underlying funded indebtedness and claims aggre. 
gating about $50,000,000. This purchase, which is 
still subject to the approval of the Interstate 
Commerce Commission, would add something over 
1,000 miles to the Baitimore and Ohio System, in- 
cluding lines to Chicago, St. Louis, Peoria and 
Kansas City, thereby greatly strengthening the 
System in the West. 

During the year the Company concluded the 
purchase of about 98% of the stock of the Buf- 
falo, Rochester & Pittsburgh Railway Company, 
and about 99% of the stock of the Buffalo and 
Susquehanna Railroad Corporation. The Company 
has also enlarged its investment in the Reading 
Company, so that at December 31st it held about 
40% of the stock of that Company. 

These acquisitions are reflected in the Balance 
Sheet item—‘‘Investment in Other Companies.” 

The cooperation of the stockholders is earnestly 
solicited, to the end that your Company may secure 
as great a volume of ‘traffic as possible espe- 
cially under prevailing conditions. Your interest 
and assistance in the past have been very helpful, 
and a continuance of this effort to even a greater 
degree is hoped for during the present year. 


Daniel Willard 


President. 


(Signed) 


STATISTICS (Continued) 
17,198,081,979 90,657,008 08), 
187.12 190.22 


*3,459, 787, ber *16.75 
10 *1.63 


151 
2.33 


3.49 


10.10 
892.27 


11.87 


9.95 15 
871.92 20.35 
11.47 40 


THE BALTIMORE AND OHIO RAILROAD COMPANY 


Condensed Balance Sh 


t—December 


ASSETS 


31, 1930 





$918,512,308 

$649,281,280 

269,231,028 

iscellaneo: 

incleding Mlseolianctes = cscay 

20,104 

__111, 382,44 

1,125,161,425 

oe 475,883 
$18,512,871 
32,963,012 


___ SAO! 
$1, 182,133,135 


$315,158,596 

$58,863,162 
256,295,434 
2,355,721 
607,623,996 


3,707,950 


Current Liabilities—Traffic and Car Service Balaness, Accounts and Wages 
Interest and Dividends 
Dividends Declared, and Other Current Liabilities. 
Liability for Provident Funds and Other aioe Items 


Matured and — Unmatured 50,154,212 


9,834,074 
75,317,566 





Accrued 


2,572,904 16.74 





Total pikdnots $20,295,215 


$17,722,311 


$2,572,904 14.52 





Leaving a Surplus, after all charges 


and dividends declared, of $1,128,555 


$11,045,597 


$*9,917,042 *89.78 





STATISTICS 


Revenue Passengers Carried. 7,143,358 

Revenue Passenger Miles. . 

Average —_ per Passenger 
ate 


9,038,071 
625,376,546 728,586,197 
87.55 80.61 


Locomotives 
*1,894,713 *20.96 
*103, 209,651 *14.17 
6.94 8.61 

Passenger Train Cars 


Reserve for “Taxes, Insurance, ete 


10,827,641 
_109,861,32" 
$1, 182,133,135 





ROAD OPERATED AND EQUIPMENT 


Total Miles of Road Operated 
Total Miles of All Track Operated 


A 
Mile (cents) 2.969 
91,907,620 


3.039 
108,602,048 


*.070 *2.30 
*16,694,428 *15.37 


Freie Train Cars 
Work Equipmen 











1931, 


308 


539 
104 
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_ LISTEN IN—Cities Service Radio Hour— 
FRIDAYS 8 P. M., E. S. T.— 
WEAF and 33 N. B. C. Associated Stations. 








Cities Service Net Earnings 


Increased 34% in 1930 


_ remarkable progress of Cities Service Company during the year that has 
passed testifies to the exceptional abilities of its management. 








Net earnings during this generally widespread period of economic depression 
exceeded the notable 1929 record i more than $14,800,000. 


The impressive gains recorded were due largely to a far-flung extension of service 
facilities, acquisition of valuable new properties, and the development of increas- 
ingly profitable sources of new income. 








Among the outstanding achievements of the Cities Service organization during 
1930 are the following:— 


The purchase and construction of strategically located retail outlets for 
the convenient distribution of gasoline, oil and other petroleum products. 






The completion of numerous oil wells with a potential production of 
many hundreds of thousands of barrels a day. 





Cities Service Company became associated with other large important 
interests in the construction of a 1,000-mile natural gas pipe line from 
Texas to Chicago. Hundreds of miles of natural gas pipe Tha were also 
undertaken by its subsidiaries. 







The acquisition of a controlling interest in a large public utility subsidiary. 





In extent, diversity, and the essential character of the services and products which 
it supplies, the Cities Service organization presents the aspect of a national insti- 
tution closely identified with America’s commercial and industrial progress. 






The cash value ef the annual stock and eash dividends being paid on Cities Service 
Common steck is equivalent to about 71% on the present market price. 







For full information regarding this great, nation-wide 
organization, simply send coupon below TODAY. 









HENRY L. DOHERTY & COMPANY 
60 Wall Street @ New York City 
Branches in principal cities : 


HENRY L. DOHERTY & COMPANY 
60 Wall Street, New York, N.Y. 


Please send me full information about Cities Service 
Company Common stock. 
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Investment 
Counsel 


ae is advisable at regular 
intervals to examine 
security holdings with a 
view to present standing 
and possibility of advan- 
tageous exchange. We 
cre always pleased to 
make such an analysis 
based on fifty-eight years 
of investment experience. 


“PbevéKirk 


€stablished 1873 


Members 


New York Stock Exchange 
A New York Curb Exchange 


25 BROAD ST. NEW YORK 




















The 


Nationat Group 


a part of the 
Middle West Utilities System 











‘ ELEcTRIC 

output of the 
e+ National Group 
BF in 1930 increased 

wn 

be 6.6% over 1929, 

' —a sign of steady 

; growth through- 


out a balanced 





territory. 
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THE TELEPHONE is helpful at all times in trans- 
acting inter-city business, but it is especially 
valuable when a definite plan is followed. 
An automobile distributing firm adopted 
a Long Distance merchandising plan presented 
by the local Bell Company. This plan included 
direct selling to dealers in three states by tele- 
phone; the use of Long Distance advertising 
material to cover 2000 potential parts cus- 
tomers; and the training of the firm's personnel 
on telephone sales work. 
The general manager writes: ‘‘We have 
been very successful in increasing our sales 
Volume materially since the start of the plan; 
and our selling cost-has decreased beyond 
our fondest hopes.”’ 
A machinery company om the west 


MARCH 7, 1931 








OUT-OF-TOWN SALES INCREASED 


Selling cost decreased... through 
this Ielephone Merchandising Plan 





coast had bought the output of a bankrupt con- 
cern. A telephone representative suggested a Se- 
quence Calling Plan to dispose of the equipment. 
In three days, 256 customers in four states were 
solicited by telephone, and $6000 worth of ma- 
chinery was sold at a sales cost of about 1%. 
Your local Bell Company has trained men 
who will gladly help you devise a telephone 
merchandising plan to fit your particular needs. 
Long Distance charges are surprisingly low: 
St. Louis-to Indianapolis, $1.10. San Francisco 
to Philadelphia, $8.75. Cleveland to Pitts- 
burgh, 70 cents. These are station-to-station 
day rates; evening and night rates are still 
lower. Develop your inter-city business 
by telephone . . . quick . . . inexpensive 
. most effective. 
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-- To Invest Successfully in 1931 
-- You Must Act On Facts 


To give you immediately the status of the various industries and th. 
situation of each individual company as well as an analysis of the economic 
and business outlook— 


THE MAGAZINE OF WALL STREET 
Offers Its Ninth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Fact 


A most complete and helpful Manual prepared in a unique style, 
Just Off the Press that saves your time and yet gives you complete information 


on every important industry and security 





Yearly Magazine Subscribers Can Get This Volume FREE 


()=: 1931 Manual published on March 2, 1931, gives you a complete 





statistical record for the past three years of all the leading companies in every 
important industry in addition to high, low and last prices for 1930. 
By giving a three-year record of security prices and industrial development the 


A 


Three -Year Manual makes it possible for you to study the growth or decline of the companies and 
industries listed during a boom year (1928) the turning point year (1929) and a 
Record depression year (1930). Such a study makes it possible to determine the probable 
reaction of companies in which you are interested to any conditions which may develop 

during 1931. 


The financial position of all leading companies showing the ratio of assets to liabilities, the net 
working capital, etc., is included. This is a very valuable feature in view of 
prevailing conditions. Among other important features are: 


_MARKETS— DOMESTIC TRADE AND BUSINESS— 


Free with Yearly Magazine Subscription, 





OLL 
“ sell 
cha 





Analysis of the Stock Market for 1930 with 1931 Outlook. 


By the Industrial and Security Experts of The Magazine 

of Wall Street. 

Comparison of earnings of all leading mpanies for I years 
Past. 

New Stock Listings. 

Steck Market Prices 1928-1930. 

Over-the-Counter Prices. 

Curb Market Prices. 


BONDS— 
Bend Market Prices for 1930. 
Analysis of Bond Market for 1930. 





Analysis of the Business Situation from the standpoint 


of recent events and prospective trend. 

Money and Finance. 

Cc diti Including Graphs Indicating Price Trend. 

—, of Production in Leading Commedities and new production 


Corporation and Government Financing in 1930 and prespect 
for 1931. 

New Industries. 

Important Issues in new Foreign Financing. 





SECURITIES— 


3 years’ Earning record—present Financial Position. 
Illustrated with Charts and Tables. 
Railroads Mail Order Machinery Oil Shipping 


Financing. Public Utilities Automobiles Textiles Tires Tobacco 

Bond Food and Packing Accessories Mining Paper Radio and 
Unlisted Bonds. Investment Trusts Chemicals Steel Sugar Communication 
Curb Bends. Chain Stores Leather Ceal 


One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving leading 


companies’ earnings, financial position, etc. over a period of years, Practical 


ly every company of importance whether listed or 


unlisted is included. The data gives the investor a complete record of the growth or decline of practically every leading corpor® 
tion, which will enable him to determine the real trend of the company’s affairs. te 

The Manual of The Magazine of Wall Street gives the latest obtainable official, semi-official, or other authoritative data re 
garding the complete year’s operations in all industries, and the principal corporations. It is broader and more comprehensive than 


ever before. 


This valuable volume will be sent FREE, providing you send in your subscription 
to The Magazine of Wall Street for one year, using Special Coupon below. 


| iiceeeeleomeelineneelcemeelienentimmediconadiammananaaeiceneiemntometonnel ee eee Mail This Coupon Today 


The MAGAZINE OF WALL STREET 


SPECIAL FREE Manual Offer 





l ] 
l 42 Broadway, New Yerk City. | 
| I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including | 
| full privileges of your Personal Service Department. It is understood I am to also receive free: | 
| The Magazine of Wall Street Menual, issued March 2, 1981 | 
; DON Gis cis bcm ce 0 SAAN IO O44 400 6h WEEE Wak Gis Sones rennin SUS Pe Pea aS Sire ee eS Ee Am EL lb eS Ae Te : 
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seller paid the tax and transfer 

charges. It sounds absurd but 
this is apparently what happened on 
the London Stock Exchange when a 
100 share block of what was once a 
gilt edged investment stock was lately 
disposed of at the low figure of zero. 
It is true that an adverse legal opinion 
concerning shareholders liabilities tem- 
porarily frightened the sellers, never- 
theless, here was a company, the Royal 
Mail Steam Packet, long regarded as a 
meritorious investment in days gone by, 
sunk to levels which brought total loss 
to many who had invested their funds 
in its shares. It is a striking example 
of the need for constant scrutiny over 
investments. 

Because a company is a leader and 
a strong earner today, does not signify 
that it will occupy so enviable a posi- 
tion a few years hence. It is an ex- 


Geter pak nothing a share and the 


ample in which the old counsel to “buy 
sound stocks, put them away and for- 
get about them,” is open to serious 
questioning. Can any investment be 
forgotten with impunity? We do not 
know of any. 

Many readers will recall the prime 
regard in which New Haven was 
held in the early years of this cen- 
tury and the consternation and loss 
which was occasioned investors, par- 
ticularly in New England, when this 
road through unwise expansion experi- 
enced the dark years from 1914 until 
its rehabilitation and return to its for- 
mer position in late years, when sound 
management superseded weak. 

It is true that actual insolvencies are 
fewest among the largest enterprises 
but there is no assurance that their in- 
dustrial position will not be pre- 
empted, perhaps very abruptly. In 
this age when science is making rapid 





Offered at Nothing a Share 


strides, when competition is of the most 
aggressive variety even the stalwart or- 
ganizations in the van of industry are 
put to it to maintain their places, and 
certainly their stockholders, or even 
their bondholders cannot placidly for- 
get the stake which they have placed in 
their keeping. We have but to note 
the new competition which the rail- 
roads are experiencing, the effect of 
rayon in the textile field or oil and 
natural gas on coal to see the folly of 
failing to properly supervise every issue 
in the investment portfolio. Not only 
must quotations be watched but divi- 
dend rates may be changed, earnings 
decline, bonds called, new issues impair 
one’s equity. No one can remain 
oblivious to such changes. They too 
often indicate that what was thought 
to be gilt-edged, and doubtless was at 
the time of purchase, is at least flaking 
off the gilt with the changing times. 








indicated. 


unusual way. 





a 


In the Next Issue 


What’s Wrong with the Oils? 


This is a question of vital importance to every investor in petroleum stocks. What will be 
the effect on crude prices of the new pool in East Texas, the oil embargo, proration. These and 
other questions will be discussed and their probable influence on the trend of leading oil shares 


Part II in the series on 


New Mass Distribution Must Rescue Mass Production 


In which the new trends and developments affecting the four leading branches of merchandis- 
ing will be discussed—department stores, chains, mail order and independent retailers, and their 
prospects in the months to come. 


The Leaders and the Runners Up 


An industrial article covering important companies and their relative position in a most 
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DE TSAR 


Announees its return to 22 William 
St.. where it was located from 1866 
to 1929. You are cordially invited to 
visit its offices in this newly completed 


building which were opened for busi- 


ness Tuesday, February 24th, 1931. 
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The Gesture That Failed—Congress Goes 
Home—Perverse Nature—Stock Market Publicity— 
Financing Our Competitors—The Market Prospect 


Theodore M. Knappen 














HAIRMAN Alexander 
Legge of the Farm Board 
is going back to his nice, 

quiet job as president in the farm machinery business 

and Mr. McKelvie retires to his editorial sanctum. In 
other words, the governmental venture in controlling 
the prices of agricultural products is acknowledged to 
be a failure. But the Farm Board will go on and on— 
as do all governmental agencies — spending loads of 
public money and burying itself in releases and publica- 
tions. In the end the $500,000,000 Board will accom- 
plish nothing that might not have been done just as 
well, if not better, by the Department of Agriculture, 
The one fundamental cure of the deplorable position 
of staple crop agriculture is control of production, but 
when any agency sets out to raise prices it sets in 
process influences more powerful for overproduction 
than all the exhortations of its economists in behalf of 
conservative production. Ten cents a bushel added to 
the price of wheat is more potent for excessive acreage 
than a million enthusiastic mass meetings are for cur- 
tailment. Short of the miracle of millions of farmers 
agreeing to an acreage quota, there is no hope for the 
speculative farmer except in bad weather in competing 
countries and the growth of the home market with in- 
creasing population. In the meantime, it is interesting 


THE GESTURE 
THAT FAILED 


to speculate on what the Farm Board is going to do 
with its stores of surplus wheat and cotton. The latest 


‘proposal is to export wheat to Europe at a price below 


the prevailing scale. But this is an experiment of ques- 
tionable virtue for it comes at precisely the time that 
the consuming nations of Europe are agreeing to eat 
Europe’s wheat before going abroad in search of bread. 
Expressions from abroad reflect no little resentment over 
the Farm Board’s project to break the present price 
structure. In addition to these foreign considerations 
there is also the domestic hazard of disposing of too 
large a volume of our present heavy wheat burden be- 
fore definite indications of the new crop are known. In 
a broad sense it appears that whatever the Farm Board 
does, it will continue to jeopardize prices as long as 
it exists, and in the end will probably cost the farmer 
far more than any artificial pegging may have profited 
him. 
—eC~, 


W* view the return of Con- 
gress to its constituents with 
mixed emotions. The short 
session has been very entertaining and we shall miss 
the prospect of a fresh sensation from Washington 


every morning. In this time of business dullness the 


CONGRESS 
GOES HOME 
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country can ill spare the diverting entertainment Con- 
gress has given it. Neither do we consider that the 
session has been altogether a loss in a business sense. 
Senator Capper’s bread price investigation has resulted, 
we are told, in a reduction of $6,000,000 in the nation’s 
bread bill, a very respectable item to set against the 
$9,000,000 or so cost of the session. Yet it is a relief 
to know that there is not to be an extraordinary 
session. Given two or three months more and Congress 
might achieve the bankruptcy of the treasury and a 
heavy increase in taxation. While that might be in- 
teresting it would be far from inspiring. We shall miss 
the daily grist of bills to cure everything that afflicts 
the country, but on the other hand we shall be glad to 
see business have an undisturbed chance to cure itself 
in the old reliable way of adjusting its affairs so that 
income shall exceed outgo. We hope that when Con- 
gress returns it will find little to cure, even if not much 
to discourage. 
—a, 


PERVERSE OME eight years ago the Federal 
NATURE ss Trade Commission gave the na- 

tion the cold shivers by an- 
nouncing that at the then rate of consumption of petro- 
leum there was not more than six years’ supply of that 
commodity in sight. Two years after the date of doom 
the United States is drowned in oil and there is loud 
demand for an embargo to dam out foreign oil lest the 
oil market and regions of America be hopelessly sub- 
merged in an oleaginous flood. One field in California 
is said to be capable of supplying the entire world for 
several years and a new field in eastern Texas promises 
to make oil a possibility as a navigation medium. 
While the oil producers are going broke because of a 
superabundance of oil the farmers above the oil pools 
are going hungry because nature has denied them rain. 
Too much oil and too little water! Half the Southwest 
is in the business doldrums because of nature's bounty 
and the other half mourns because of nature's stingi- 
ness. What this country needs is a law to control 
nature. 


—, 


STOCK MARKET HERE is one sort of free 
PUBLICITY T advertising that the 

most inveterate editorial 
opponent of commercial publicity cannot suppress— 
and that is the stock market quotations. Daily hundreds 
of newspapers print the names of corporations. More- 
over, it is obviously impossible to omit names of cor- 
porations in any intelligent review of the movements 
of the stock markets. If it be true that the most power- 
ful element in advertising is constant repetition, we can 
think of no advertising campaign that is as effective in 
fixing a name in the public mind as to have it in the 
quotations. When, as often happens, a particular stock 
becomes the object of supreme interest, as in the recent 
meteoric rise of Auburn, the immediate merchandising 
value of this free advertising is incalculable. It would 
not be unreasonable to surmise that after observing this 
spectacular rise, thousands of people have for the first 
time had their interest aroused in Auburn cars, and 


doubtless many were sold as a result. In the ordinary 
daily run of observing market transactions, many 
names of corporations become fixed in the public mind, 
with a natural psychological result that when it comes 
to buying a railroad ticket, a sack of flour, a radio, a 
package of breakfast cereal, a razor, the name of some 
corporation which has lately received financial promi- 
nence points the way of selection. Moreover, this 
tendency has vastly increased as the buying public has 
become increasingly financially and security-minded. 
The corporations realize this fact, as a matter of gen- 
eral prestige, if not of merchandising value, and it be- 
comes an incentive to management to produce results 
that brighten publicity with quotations, earning rec- 
ords, and balance sheet strength. Perhaps there is a 
thought here for alert advertisers. The widespread 
financial mindedness of the public may be something 
worth capitalizing. 


ane 


HE French are having a 
hard time to make up 
their minds to finance 

Germany out of their superfluity. “How do we know 

that we will not be financing a new war?” they ask. 

Here in America foreign financing whether in the form 

of loans or direct industrial investment is popularly 

supposed to be a rather traitorous arming of commer- 
cial enemies. We cannot, however, see how nations 
with the balance of exchange in their favor can avoid 
sending capital abroad if they desire expansion of for- 
eign trade. Obviously, with France and the United 
States having already 60 per cent of the world’s supply 
of monetary gold, they are not going to receive much 
more in settlement of balances. Our people should 
take a philosophical view of the great flow of American 
capital into foreign countries that is bound to come as 
soon as political and economic stability returns. It is 
difficult to see how, without an outward movement of 
capital, we can at once maintain a favorable trade bal- 
ance and accept repayments of the allied debts. But 
whether it seems like patriotic policy or not, the premi- 
um foreigners will pay for loans is certain to secure 
them, except as they may be prohibited by law. But 
after all, unless capital sent abroad is diverted for use- 
ful application at home, why should we oppose such 
disposition? Individuals spend their lives to amass for- 
tunes that they can “export” to other individuals for 
rent, dividends and interest. Why should not a nation 
take satisfaction in the accumulation of a backlog of 

“unearned” income from other nations? England has 

found her foreign loans a much needed prop in these 

days of trial that have come upon her since the war. 


FINANCING OUR 
COMPETITORS 


— 
THE MARKET HE current and prospective 
PROSPECT trend of the stock market 


is fully discussed on page 
600. Readers are reminded that our latest market 
advices appear in every issue of the Market Prospect 
or in the leading market article. 

Monday, March 2, 1931. 
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Taking the Pulse of Business 


Little Actual Improvement Yet Recorded 
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acterized as rosy by any means, there are rea- 
sons for believing that expectations of a gradual 
revival in business activity arise at this time from a more 
substantial foundation than last year’s ill-fated attempt 
to hasten the erection of a new prosperity without first 
clearing away debris from the old structure that had 
just collapsed. The past few months have witnessed 
encouraging progress toward the correction of excesses 
in the output of goods and credit which led up to the 
crisis, and the bond market is now meeting support 
from funds released by steady liquidation of bank 
loans. Recent hardening in rates on short maturity 
time loans and acceptances may be regarded as sympto- 
matic of this sub-surface healing process, though partly 
due to preparations for financing substantial issues of 
Treasury notes and New York City bonds which are 
soon to be offered. Here we have the first visible in- 
dication of a much needed shifting of funds from short 
term credits to long term investments, a process which 
has characterized the convalescent stage after all of our 
previous crises and depressions. 
Incomplete returns on New Orders for the next 


N LTHOUGH the current prospect cannot be char- 


point on our graph indicate a decrease of sufficient 
magnitude to account for the cyclical set-back in Busi- 
ness Activity that has taken place since the turn of the 
year. In times like these, when plants are operating on 
a minimum backlog of unfilled orders, the rate of pro- 
duction responds immediately to any change in sales 
or order volume; but it will be observed that the piling 
up of orders during boom years like 1928 and 1929 
then causes our Business Activity curve to lag several 
months behind the New Orders graph. 

From trade sources come reports of more aggressive 
buying during the past fortnight, and it may well be 
that the arrested decline noted by our Business Activity 
curve is the forerunner of a resumption of the inter- 
rupted cyclical improvement that set in early last No- 
vember. 

It seems evident, however, that recent strength 
in the stock market has been prompted less by tangible 
betterment in business conditions this year than by 
moderate gains of a purely seasonal nature, fortified by 
a strong underlying technical condition, and fanned 
by the prevailing more hopeful feeling that better times 
are coming. 
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of Current Stock Prices. 


Technical Factors and Professional Operations Are the Basis 


q Can They Sustain the Advance in a 


High Pressure 


Stock Market? 


By A. T. Miter 


in the stock market is a happy symbol of a swift re- 

turn of prosperity. Indeed the rise has been so sen- 
sational and aroused such widespread attention that it prob- 
ably will not be long before it is generally accepted in this 
pleasant role. But at present, it remains a sobering fact 
that, outside of the market advance itself, there is little 
tangible evidence of any corresponding change in business 
immediately at hand. 

A conscientious search for definite statistical evidence of 
industrial improvement since the beginning of the year, is 
not entirely unfruitful, however. It can be found in such 
important activities as the metal trades, automobiles, public 
works, textiles and utilities. But when due allowance is 
made for the usual seasonal tendencies in these lines which 
show improvement, the result is not impressive. In any 
change in a major industrial trend, however, there is a more 
or less inevitable period in which the statistical evidence is 
inconclusive. It would be an entirely conservative position 
to take, in the light of the data on hand, that the forces of 
depression have largely spent themselves in these several 
industries. And however long drawn out the recovery may 
prove to be, any reasonable assurance that a “bottom” to 
the business cycle has been reached would certainly warrant 
some sort of a demonstration in the stock market. 

The fast pace and the sensational character of the stock 
market rise at hand, however, places it beyond the category 
of a spontaneous demonstration of a turn for the better in 
general business conditions. The obviously professional 
sponsorship of the advance robs the stock market of any 
legitimate claim to extraordinary endowments as a fore- 
caster of business trends. It is rather the type of mar- 
ket which is designed to stimulate confidence and thereby 
produce enough optimistic sentiment to aid business. 


Or: would like to feel that the January-February rise 


A Law The perplexing question which this mar- 
del ket performance raises is not how 
Unto Itself accurate it is as a business barometer, but 


how effective an influence it will prove 
to be as a business tonic in the spring of the year. And 
the present obviously is not the time for the reckoning of 
this score. At this current stage of the advance, the stock 
market must be ized as a law unto itself, in that 
the forces which have started it in motion were largely 
technical factors, founded on the internal strength of the 
market itself rather than on any such outside influence as 
a definite improvement on general business conditions. 
During the earlier phases of the rise, the buying and 
selling of the general public played a minor role in the 
determination of day-to-day price trends. The volume of 
oo of stocks held by the general public had fallen 
considerably and, except for a certain amount of oppor- 


tunist selling on the first move upward, the more optimistic 
sentiment that prevailed after the turn of the year tended 
to reduce the steady stream of liquidation which came to 
market in the final months of the year. 

Professional traders and pool operators were quick to 
sense this momentary favorable situation for a demonstra- 
tion on the bull side. The existence of a large short in- 
terest, made it possible to lift the price level of the market 


- with comparatively small real buying. The urgency for 


short covering played into the hands of bullish professionals 
who adroitly maneuvered the turn of the market at the 
start of the year. And the higher price structure of the 
stock market has restored some of the buying power of the 
public, which was “frozen” during the late 1930 decline. 
Traders have not been loath to use their restored resources 
to renew participation in the stock market, but investors 
who buy stocks for longer term retention have been hesitant 
to follow the advance, distrusting its obviously artificial 
character. 


When a market movement is based to 
such a large extent on _ professional 
sponsorship as the current advance, it 
is highly unsatisfactory for the more 
conservative element of stock buyers, who prefer to make 
their commitments on fundamental strength or intrinsic 
values. In order to formulate a reasonably accurate view 
of the probable scope of the movement, it is necessary to 
place considerable emphasis on the tactics of the profes 
sional faction in the market. 

While it is frequently possible to detect the activities of 
the professional operators in the action of the market, their 
objectives are always subject to quick. and unannounced 

ges. The sponsors of the present advance have un- 
questionably accumulated stocks on balance for distribution 
at higher levels. They can depend upon the shorts for a 
certain amount of potential buying as long as they can push 
the market ahead. As long as the interest of the public 
and its ability to buy stocks is sustained, a certain follow 
ing for the rise will be built up, irrespective of improve: 
ment or lack of improvement in fundamentals. And if the 
coming months furnish more definite evidence of a turn 
for the better in business conditions, buying demand of a 
better character will materialize to take up the slack. 


Professional 


Tactics 


From the purely technical stand- 
point, there still remain 

factors favorable to further suc 
cess for those on the bull side of 
the market. The fact that the deflation in prices ran to 
extremes during the decline gives the general market a 
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or manipulating a large number of individual issues. This 
factor automatically diminishes, of course, as the advance 
continues. But nevertheless, the earliest pool accumulation 
was at such low prices that these interests can afford to 
buy in stocks at higher levels and still have a moderate aver- 
age cost to charge against their position. 

The absence of large scale liquidation as the advance 
continues is another favorable technical factor. In the 
earlier stages of the advance, the constructive interests en- 
countered rather strong resistence points, where offerings 
of stocks were made in generous volume. The advance, 
having gotten through this price area, has a comparatively 
free path up to a point where it encounters offerings of 
socks held over from last year. From the standpoint of 
market “averages” the current price level is still under the 
heavy volume area in which the lows of June, 1930, were 
established-—sufficiently far enough under to permit a good 
sized bulge. Should the advance hesitate in the meantime, 
however, it must be prepared to absorb the delayed liquida- 
tion that has accumulated since the advance started. 





So far during the course of the rise, the 
Bears Hold persistent efforts of short sellers to “feel 
Their Fire for the top” has been an important tech- 


nical factor. Selling of this type has 
come into the market on each advance, and the forced buy- 
ing to cover short positions has been a considerable aid to 
the professionals on the long side. The advance has already 
been sufficiently vigorous, however, to eliminate a large 
part of the amateur short sellers and it is quite likely that 
the more powerful bear interests are still to be heard from. 
Stocks become more vulnerable to attack by the more po- 
tent bears as they rise. At the present phase of the rise, 
the influence of short selling and the opposition of the bear 
interests is not by any means as favorable a factor as it may 
seem to be on the surface. Opposition of strong interests 


to a rise is an element of danger in any market, and in a 





highly professional market as this the ultimate consequences 
may be more than ordinarily far reaching. 

Conceding the highly professional character of the stock 
market rise, one is nevertheless hesitant to become an alarm- 


rice structure which is not unwieldy for either financing. 





ist as long as there is any reasonable prospects of nearby 
improvement in the business situation to justify the rapid 
rise in stock prices. And a new factor has been introduced 
into the business situation, which its adherents confidently 
expect to provide an extra stimulus for business at a critical 
moment. This factor is the so-called Soldiers’ Bonus, in 
the form of legislation passed over the president's veto, to 
increase the loan value on outstanding war veterans’ in- 
surance. As this legislation gives a potential credit up to a 
billion dollars for veterans, whether in need or not, it is 
calculated to stimulate buying. 

Aside from the political and social aspects of this recently 
passed legislation, it has an economic influence on business 
prospects. Unemployment and generally restricted pur- 
chasing power has probably been one of the most important 
factors in the recession of business and reduced corporate 
earning power. Although the effects of such buying power 
that might be created by this legislation will be unevenly 
distributed over the commercial and industrial field, the 
“bonus” must be conceded to be an inflationary measure 
from the strictly economic interpretation—perhaps an in- 
flationary measure that may tend to counterbalance de- 
flationary forces still hanging over from the business 
depression of last year. Undoubtedly a good many specula- 
tively inclined stock buyers have been willing to discount 
the affects of this potential influence on general business. 
And if it “works” in the sense of expanding buying and 
thereby helping to restore corporate earning power, the 
stock market would have a sounder base for current price 
levels or even for higher price levels. 

The conservative investor, however, would hardly want 
to assume the risks of buying stocks indiscriminately after 
an advance in prices that is largely based on technicalities 
within the market, if he must again gamble on the prospects 
of a sounder base for the rise in the nearby future. Ad- 
mittedly the market has interesting trading opportunities 

under present conditions, 

but investment buying 

2 might well be held in 

readiness for market re- 

>» actions and a more defi- 
Aes nite appraisal of under- 
Y lying business trends. 
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World Prosperity Waits On 
Our Recovery 


Other Nations Look to U. S. to Take Lead 
in Business Revival—Our Own Authorities 


Agree It Can and Will 


Be 


Done 


By THeropore M. Knappen 


infrequently had several business phases on the stage at 

the same time. New England might be booming, the 
middle states dull and the South dead in a business sense— 
all at the same time. So in other times it was among 
the nations of the world. But with the growth of inter- 
national trade and the appearance of a well defined world 
consciousness, greatly promoted by the continuous improve- 
ment of international transport and communication, there 
is a pronounced tendency toward synchronization of busi- 
ness ups and downs throughout the world. Even when 
there is not an exact coincidence of business fortunes it is 
usually plain that whatever is happening in any great na- 
tion is almost certain to be a contributing cause to the next 
phase of the cycle in other nations. 


[: the early days of the Republic the United States not 


Cycles Universally Contagious 


The present business depression has come at a time when 
all the world is far more closely knit together by business 
ties than at any former period. It has come also at a time 
when the modern type of business organization, that of 
money-credit economy, has become practically the world 
type. Money may not be the root of all evil but it cer- 
tainly is the root of the economic cycle. Business cycles— 
perhaps it would be better to call them credit cycles—and 
capitalism go together. The more complex the develop- 
ment of the capitalistic system becomes in any nation the 
more susceptible it is to the influence of similarly or- 


ganized nations throughout the whole extent of the world, 

The present cycle entered upon its depression at about 
the same time throughout the world. The outstanding ex: 
ception is France, where evidences of depression did not 
appear until a year or more after Germany, England, the 
United States and practically all the rest of the world out- 
side Russia (the latter being sui generis) were suffering 
grievously. Now that France has begun to slip, there is 
no bright business spot in the world—the entire globe is 
in business eclipse. 


Not Exceptional in Extent 


It has been often said that this depression is not com: 
parable to others because this time the whole world is 
simultaneously involved. But all of the great depressions 
of modern times have coincided in the United States and 
other great commercial nations. Early in the last century 
England, the United States and France, which were then the 
chief commercial nations, united in common woe in the 
crises of 1815, 1825, 1837 and 1847. Germany, beginning 
to modernize industrially, joined these three nations in the 
debacle of 1857. Austria was admitted to the sisterhood 
of cyclical grief in 1873 and also in 1882-84. Of the 
seventeen countries whose commercial history has been 
charted since 1890, 14 had recession or depression in 1893, 
according to Dr. Wesley Mitchell’s “Business Cycles”; 15 in 
1900-01 and again in 1907-08; 12 in 1912-13; 11 in 1918 
and 14 in 1920-21. All of them, omitting Russia, took a 
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licking in 1929-30, and now the gloom appears to be 
universal, with the worst suffering in Australia and the 
least in France. 


Looking for a “Starter” 


In their common misery the nations find a certain fra- 
ternal bond, which may possibly have prevented the out- 
break of wars, but the universal economic unrest has 
fomented many revolutions and has emphasized civil tu- 
mults in China and India. In every nation observers are 
anxiously scanning the horizon in the hope that some 
feeble fire of regeneration may be discovered elsewhere. For 
it appears that even as depressions are catching, so are 
revivals. Being far more involved with the rest of the 
world and less self-contained than formerly we in the 
United States have not been without hope that something 
might happen elsewhere to start a chain of cause and effect 
that would reach us, turn on the ignition and kick the 
starter in our own domestic business machine. It seems, 
however, to be a vain hope. In the course of time condi- 
tions will generally improve everywhere, but insofar as 
any one nation is the fountainhead from which will gush 
the next efflorescence of prosperity the United States ap- 


world, pears to have been unanimously elected by a tacit confer- 
about ¥ ence of the world to be “‘it.” 
Ig ex: 
a United States Elected to Pioneer 
| out: | Our governmental and private commercial scouts report- 
ering | ing from abroad agree that all eyes are on us. Commercial 
Te 18 | and economic journals of all countries declare that we must 
be is} touch the starter or more laboriously crank the engine of 
prosperity. Foreign financiers and men of business who 
come to call always depart calling upon us to save the 
world, There is substantial agreement among our bankers 
and thinking men of business that the job is ours. 
di Our foreign friends are not without advice as to how 
* 81 we should proceed to restore the world to the sunshine of 
oad prosperity. Some intimate, if they do not boldly argue, 
ane} that we ought to reduce or cancel the allied debts to our 
7 government. Others remark on how nice it would be to 
, the help the world back to the sunny side of the street if we 
the T would revise our tariffs downward and buy prodigally from 
4 our competitors. Still others, bemoaning the shrinkage in 
ad the fertilizing floods of American capital that watered the 
de world for a decade, recommend an emergency export of 
ho large quantities of cash loans. They unite in declaring that 
303 they will impose no barriers upon such exports, especially 
Sig if we are not too choosy about plans and specifications for the 
918 location and purposes of the irrigation ditches down which 
ig the revivifying streams are to flow. But while our foreign 


friends are not reluctant to tell us what we might do vol- 


untarily to start the rest of the world into business activity, 
they agree that whenever we get ready to light the furnace 
fires in this country we will start something that is bound 
to help them. So, for once, they are all united in fervent 
prayers for the United States to become prosperous. Some 
of the reasons why they have picked us to lead the van are: 


Seven Reasons for Leading 


1. The United States has become the world’s banker and 
potentially, at least, its chief creditor nation. 

2. It is the greatest importer of raw materials. 

3. It is not bedeviled by threats of revolutions, fears of 
war and political impotency. 

4. It is more competent to start domestic. prosperity with- 
out foreign assistance than any other great nation. 

5. Its people are mercurial and commercially unified and 
so can organize and achieve a comeback with greater rapid- 
ity than other commercial nations. 

6. It has every ingredient of prosperity at hand within 
its own domain, not the least of which is more ready work- 
ing capital than any other nation ever had. 

7. It can flourish for a considerable period and to a large 
degree without the sympathetic effect of prosperity in other 
countries, thus keeping the starter turning for a consider- 
able time before the cylinders of the world engine take hold. 

Let’s take a cursory glance at these reasons for the 
unanimous choice of the United States as the spearhead of 
the world drive against business deadness. 


The Banker Has Obligations 


Certainly a banker has obligations to his customers. A 
motley lot of nations and their nationals have been borrow- 
ing from us, nation and individual, for many years. Toa 
very large extent the technique of international banking is 
comparable to that of an ordinary bank of deposit. The 
customer borrows and the loan immediately becomes a de- 
posit to his credit. The transfer is a matter of pounding 
the keys on the bookkeeping machine. No assistance is 
required from an armored truck or even from a porter. 
The foreign borrower draws checks and drafts against the 
loan-deposit; which he uses to a considerable extent, if not 
all, to settle debts and buy services and goods in this coun- 
try. Trade follows the dollar. When a good customer 
gets into a financial pinch the banker is on hand to advise 
and nurse him along—with exceptions which some people 
think have been the rule in the United States for some 
dreary months. 

Our foreign customers, lumped together into national 
groups, are suffering from a scarcity of credit. Their cash 
has been expended and if they have to wait until the tedious 
process of saving in low-income areas gives them enough 
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capital to undertake operations projected into the future 
they will wait a long time. ‘So they say to Uncle Sam, 
banker:’ “Give us credit on. which we can start something. 
You only, with the exception of France, are in a position 
to extend credit. Also, “‘they remind Uncle Sam,” don’t for- 
get that you are a merchant as well as a banker, and that 
the money we borrow to get under way will be largely 
spent with you. When you loosen up you make money 
as a lender and also as a merchant.” 

Uncle Sam at present, because he has lost confidence in 
all the world and to a large extent in himself, is about as 
amenable’ to the customers’ reasoning as a country bank 
to a loan. appeal with a run forming outside the door. But 
we are piling up savings in the United States at the rate 
of about’a billion dollars a month and those dollars will 
soon be **rarin’ to go.” 


Back to Forest and Field 


Being the greatest importer of raw materials and also - 


having therready cash and unlimited capacity for credit 
expansion, our solicitous friends argue that it is inevitable 
that the United States will have to start the process that 
will send the’ Malays to the rubber groves, the South Sea 
islanders to their coconut trees, the Chileans to the nitrate 
fields, the Indians to their jute fields and mills, and so put 
the raw material countries into a position to buy more 
freely frony the industrial nations. 

Being without wars and rebellions and perturbing fears 
of them, the United States, it is represented, is in a position 
to undertake an autonomous revival as no other nation is. 
It does not have to keep one hand on the rifle and the 
other on the policeman’s club, leaving only an imaginary 
third hand for business. Incidentally by starting a little 


prosperity nucleus of its own, which will presently widen 
to includg the world, it will do more than the League of 
Nations ‘a hundred disarmament conferences to pro- 


mote international peace and international tranquility. 
A World of Its Own 


To a great degree self-contained, and not fundamen- 
tally dependent upon foreign trade, it is pointed out that 
the United States is peculiarly competent to start a new 
cycle of prosperity all its own. The other great commer- 
cial nations find the mainsprings of their prosperity in for- 
eign trade. Trying to get a lot of rundown mainsprings 
to start each other is a dismal task. On this point there 
is substantial agreement here at home that the United States 
can and probably will soon embark upon a revival of 
domestic activity 


of competent opinion has been canvassed as to whether the 
United States could get along comfortably with no mor 
than the present shrunken volume of foreign trade. Views 
differ but is it the general belief that after necessary adjust. 
ments had been made we could be quite comfortable 
although upon a smaller volume of business and lower 
standard of living than in the past, and without that ip. 
spiring exuberance that comes from continuously mounting 
output and consumption. 

It might be mentioned that some authorities consider that 
under present international economic forces we will have 
hereafter to reconcile ourselves to a rather static condition 
of foreign trade. Briefly, reference is made to the theory 
that our enormous foreign credits will compel the other 
nations to buy less from us in order to reduce their debts 
or keep them from augmenting, in view of the restrictions 
our high tariffs impose upon their efforts to pay for what 
they buy with what they may sell us. 


We Can Act Promptly 


The fifth point the foreigners make in their argument for 
our leadership in revival is that our nervous national tem- 
perament and commercial homogeneity are such that we can 
act promptly. Extreme conservatism relaxes here more 
quickly than elsewhere. A domestic business revival can 
spread across the continent in a month and soon have the 
whole immense economic power of the nation behind it. 
It is a historical fact that we “come back” quicker than 
other nations. And if we take the lead, the cycle is short: 
ened for the world. In minor slumps the United States 
has achieved complete revival within less than six months. 
Revivals here are usually accomplished within a year. Also, 
it might be added that depressions are shorter here and that 
characteristically enough we race through all four phases of 
the business cycle—recession, depression, revival and pros 
perity—faster than most other nations, although with a 
greater proportion of the prosperity period. Depressions 
may be more acute with us, but a general rule seems to be 
that the less a nation is hurt by a depression the longer it 
lasts, speaking comparatively. 

The sixth reason why by unanimous consent we have 
been delegated to lead the way into prosperity is that we 
have all the ingredients at hand and occupy a key position. 
We have the largest easily accessible, compact, home market 
in the world, largely accustomed to standardized materials 
and articles and quick to catch the contagion of change. 
Our industrial and commercial organization is close-coupled 
and overwhelmingly on mass production patterns. More: 
over, we have the money and the credit. Owing to the 
‘balance nature of 
our trade, which 





just because it 
can’t help it.. Such 
a revival, after 
nearly two years 
of restriction, can 
run quite some 
time on its own— 
fully long enough 
to get up a high 
voltage for inter- 
national trade. 
Apropos of our 
comparative inde- | 
pendence of the | 

rest of the world, 
even in this era of 
international in- 
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is about equally 
divided between 
the highly organ: 
nized _ industrial 
nations and the 
countries of raw 
materials, a re’ 
vival here spreads 
in all directions, 
with an approach 
to simultaneity. 
When we 
come to consider 
whether .or not 
anincreasein 
foreign trade 
(Please turn to 
page 656) 
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Retail Merchandising Meets the Test of 


HE man who asserted 
T flatly that there “‘ain’t 

no such animal,” be- 
cause he had never seen a 
thinoceros, is barely distin- 
guishable from him who to- 
day wails that there are only 
three known causes that can 
turn upward the drooping 
curve on the business chart, 
viz., high farm prices, a vig- 
orous export business or a 
war, and they are all out of 
the question. 

There is a fourth force 
which the skeptic considers as 
undeniably impossible as the 
thinoceros. It will, neverthe- 
less, soon express itself in the 
form of a sound and substan- 
tial increase in retail trade, 
which will be transmitted in 
magnified form to the mer- 
chandise manufacturing field, 
then in further magnitude to 
the labor and raw materials 


By JoHN GUERNSEY 


In Charge of Retail Distribution, Bureau of the Census 


Part I 








JOHN GUERNSEY, who has written this story 
on the outlook for retail securities, is an expe- 
rienced retailer who was “drafted” from the 
vice-presidency of a group of Pacific Coast de- 
partment stores to take charge of the Retail 
Census, now being compiled for the first time in 
history by the Department of Commerce. 

He was Controller of one of the largest depart- 
ment stores for six years, and then General Man- 


ager of the Controllers’ Congress of the National — 


Retail Dry Goods Association. 

His article appears in two parts, of which this 
is the first. In the succeeding number he will 
discuss the new trends and in the four major 
divisions of the industry: department stores, 
chains, mail order and independents. 

Our analyses of selected merchandising com- 
mon stocks appear on page 624 of this issue. 








Depression and Offers Investment Opportunity 


ness of standards to be main- 
tained—not as a pose, but as 
a persona! satisfaction. 

When our accumulated 
supplies, or our somewhat 
more carefully tended posses- 
sions, reach that state of 
depletion which affects the 
continued maintenance of 
whatever standards of living 
we have set for ourselves, we 
again become purchasers and 
swarm into the stores, each 
individual intent on buying 
that which is necessary to 
maintain his standard of 
living. 


Living On Our Fat 


There is an irreducible 
minimum consumption. The 
relatively small margin 
between it and normal 
consumption is not hard 
to measure. Under nor- 
mal conditions, nearly every- 








fields; with repercussions 

which will return to increase further retail trade. The 
force which will do all that is the force of irreducible mini- 
mum consumption. 


Standards of Living Maintained 


The irreducible minimum as interpreted by the people 
of China or India might be as indefinite as the length of a 
string, but as interpreted by Americans, it is not so very far 
below the level of normal consumption. For at least 85% of 
our population, the level at which we elect to live, and can 
afford to live, has not been lowered substantially if it all, 
during the last eighteen months. We have merely drawn 
upon accumulated supplies, or by more careful attention 
have maintained, for a little longer than usual, the appear- 
ance and utility of our clothing and our furniture and our 
motor cars and what not, but we have not lowered our 
standard of living, nor our personal appearance, nor the 
attractiveness of our home. Always there is the conscious 
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one in this country possesses some measure of accumu- 
lated supplies—some unconscious reserve of tangible goods. 
These goods have passed through all the usual processes of 
manufacture, distribution and sale, and aré in the hands 
of the ultimate consumer—but not yet consumed. Comes 
a curtailment of income, or a threat of curtailment, and 
caution directs that ultimate consumer to consume to the 
point of exhaustion before replacing. But there is always 
the intention to replace. 

The unfailing hope of American business, the bulwark 
which makes any depression merely the breathing spell dur- 
ing which consumer reserves are drawn upon in place of 
merchandise in commerce, lies in the existence of well- 
established personal standards of high living, which con- 
tinue with little change through good times and bad, be- 
cause habit is habit and Americans are that way. There 
being, then, a fairly steady and a continuous actual con- 
sumption of foodstuffs, of clothing, of furnishings, of home 
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necessities, of magazines, of means of diversion, of motor 
cars and automotive supplies, what really happens when 
sales are off in all these lines is that we are using up the 
consumer reserves. People stop buying, but they cannot for 
long stop consuming. 

When the manufacturing expansion necessitated by the 
war produced a potential mass supply of all kinds of 
consumer goods, with each producer energetically seek- 
ing markets by means of which he could maintain his 
capacity production, there came plunging into the dis- 
tribution channels a new cur- 
rent of tremendous volume 
and ever-increasing pressure, 
which has upset the erstwhile 
placid and _ well-charted 
stream and considerably mud- 
died the waters. Mass pro- 
duction was feverishly seek- 
ing mass consumption. The 
natural connecting link was 
the established machinery of 
distribution — the wholesaler 
and the retailer. This ma- 
chinery stood the pressure at 
first. Then there came a 
temporary reduction of pres- 
sure in 1920-21, when the 
surplus army and navy re- 
serves of consumer goods 
were released upon the mar- 
ket; but its effect was hardly 
more than that of providing 
the consumer with his acccus- 
tomed surplus of supplies 
which has been denied to 
him during the war and dur- 
ing the subsequent era of 
high prices. 

After 1922, the pressure 
upon established agencies of 
distribution was doubled and 
redoubled in the attempt of 
producers to find ever-in- 
creasing markets. Wholesalers 
gave way under the pressure, 
and producers stepped over 
their prostrate bodies to deal directly with the retailers. The 
same thing, exactly, has happened and is happening in the 
oil industry. 


Courtesy, Crowell Publishing Co. 


Producer Meets Retailer 


To deal with the retailers directly, producers found it 
necessary to create a demand, and there came about the era 
of tremendous national advertising and the mad scramble 
to popularize trade names. Road salesmen were multiplied, 
to follow up the advertising and sell the retailers. Sales 
territories and quotas were expanded far beyond the bounds 
of economic justification. But the typical small retailer is 
a man set in his ways. He can be pushed just so far, and 
then he is resentful. He didn't want any new methods. 
He didn't want much new goods. He couldn't even be 
bothered to listen to novel tales, because “there's a customer 
up front to be waited on™ and “‘it’s ‘most lunch time.” 

Here was a tremendous new producing entity, with plant 
and experience capable of putting out innumerable articles 
of current demand, capable of making them so cheaply 
with mass methods that, at a corresponding price to the 
consumer, they would develop vastly greater consumption 
in the lower price strata in which they would fall—and 
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The Opening of John Wanamaker’s “Grand Depot”—a 
Milepost in Retail Merchandising 


here, also, was the army of small retailers, unwilling or 
unable to provide the necessary machinery for mass dis. 
tribution. So the manufacturers turned next to the de. 
partment stores, and courted them. 

The department stores provided an outlet for a while, 
but eventually they, too, fell down. These stores answered 
the producers’ eagerness for markets by an orgy of high- 
pressure, cut-price sales. Whenever such a sales event de- 
veloped public response, the stores’ buyers went back at 
the producers for further price concessions, and then 

for advertising allowances, 
. and then for retroactive re 

bates based upon the size of 
annual purchases. So, the 
department stores, as a dis- 
tributing medium, failed ut- 
terly to measure up to the 
economic need for steady, 
large-scale distribution at 
closer margins, which would 
have resulted in getting po- 
tentially low-cost goods into 
consumers’ hands at material- 
ly lower retail prices and 
thus open up new uses and 
larger markets. Motor car 
producers were doing that 
through the medium of con- 
trolled agencies, and were 
steadily lowering the retail 
price and extending the mar- 
ket. Radio producers did 
the same thing when the de- 
partment stores failed to get 
behind the aggressive promo- 
tion of radio during this same 
period. The utilities were ob- 
liged to sell appliances direct, 
for the same reason. The de- 

partment stores’ lack of vi- 

sion was due to inherent 

limitations of management, 

and time-honored methods of 

buyer-control of individual 

departments, but we need not 

go into that beyond noting 
that the department stores failed to provide the mass-pro- 
ducers with their desired machinery of distribution. 

Manufacturers next turned to the buying pools, the 
group-buying offices and the cooperatives, again with tempo- 
rary success, but again with eventual disappointment.. Dur- 
ing all this time, with the country booming, producers were 
loath to shut down to present surplus stocks, and accumula- 
tions of manufactured goods began to assume serious pro- 
portions; the situation was not fully realized until the 1928 
inventory figures, available early in 1929, painted that 
picture. 


Chains and Chains 


For two years or more before that, though, the more 
enterprising producers had sought out the national chains, 
in the general merchandise and in the variety fields, and 
had gradually worked out with them attractive arrange: 
ments by means of which, at close prices which often meant 
alterations in the product and little hope of much profit 
or even a factor of safety, they had been able to sell the 
entire output of their plants to one or two chains, and be 
assured of steady production. But such attractive contracts 
always reach a time limit beyond which they must be re- 
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the lesson of fair play with producers, which is today a 

of their matter-of-course policy with satisfactory re- 
sources. Many producers who had limited their output to 
one or two chains, when they went back to renew the con- 
tracts, were offered a lower price and the alternative of 
taking it or trying to reestablish their old, abandoned out- 
lets. Many gave in. Many others sought to emulate the 
example of the chains and establish their own retail stores. 
There began, then, the latest stage of the eight-year fight 
of mass-producers to attain a mass market. Innumerable 
manufacturers rushed out to establish retail chains of their 
own—the manufacturer-controlled chains. 


Producers Mess Up Merchandising 


Those of us who watched this development, and were 
aware of its significance, were dumfounded by the seem- 
ing ignorance of retail essentials which was displayed in 
the competitive acquisition of second-grade locations at pre- 
posterous rentals, which were ‘way beyond the sales possi- 
bilities of the locations.even if the stores had had the good- 
will and established trade of their communities. Here were 
new stores, offering limited lines, appealing at best to a 
limited percentage of the public, to be operated in a highly 
competitive field by people who did not know the retail 
business, with no suitable advertising medium available at 
reasonable cost, and with the expense cards stacked against 
them from the start. 

Most of the manufacturer-controlled chains which were 
launched during those hectic days of late 1928 and through- 
out 1929 were doomed to failure from the start. The one 
thing of which they were assured was plenty of stock, for 
most producers had warehouses full of that. As one famous 
manufacturer expressed it, they were a good idea—and the 
good die young. Their demise was hastened, but not en- 
tirely caused, by the lamented debacle in late 1929, which 





established, and in those days the chains had not all learned © 





wrote finis to this latest chapter of the mass-producers to 
get their products to consumers en masse by all of the 
known methods of distribution. The struggle is halted 
temporarily, but it is by no means ended, and the next 
chapter is yet to be written. 

If we accept the premise that mass production fails ‘only 
when it is unable to find a dependable market, and that the 
economies of mass production are of themselves the means 
of developing a corresponding mass consumption if they 
can be carried through to the consumer, then we are pre- 
pared for the assertion that the inevitable social achievement 
of the immediate future is the reconstruction or creation of 
methods of distribution to attain that desideratum. Present 
methods fall far short of that objective. Again, if we accept 
that premise, the inevitable conclusion is that a most attrac- 
tive investment in the next few years will be found in that 
form of distribution which lends itself most readily to the 
serving of the demand above outlined. What that form is, 
or will be, each investor must decide for himself. Here 
are a few facts for him to consider: 


What of the “Departments”? 


The department stores ended 1930 with a decrease in 
dollar-sales of 812% to 9%. Much of this resulted from 
the sharp decline in retail prices, which was most marked 
during the last quarter of the year following a fairly steady 
decline throughout the first three quarters. The rate of 
decline in prices doubled in the last three months, which is 
normally and was in 1930 the period of maximum sales. 
By the end of 1930, the average price over the whole range 
of departments was fully 15% lower than at the beginning 
of the year, and perhaps 17% to 20% lower than at the 
peak of 1929. The effect of the price decline, on dollar- 
sales, averaged for the’ year about 7% to 7!4%, so that 
the volume of physical merchandise handled over the 
counters of the department stores during-a year of sup- 

(Please turn to page 654) 
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How Various Types of Merchandisers Fared in 1930 
Decrease Decrease in 
Compared % Earnings Decrease 
1930 Sales with 1920 Decrease 1980 Net Compared with 1929 in Net 

Montgomery Ward—Stores .........-..+06 148,387,119 533,671 18.5 

~saeanie Ward—Mail-order ........... yprnvscerd igor m ron $423,211 $13,011,724 97.1 
a ae 
UR OT ER ss cet nixssasig ews ciie,s asad e400 289,288,558 13,758,567 4.5 34,736,250 928,002 2.6 
REOROEL, WINE NID sa cine o's 0'a0 ben ecses x x 4,724,728 4,493,985 49.0 
JS Se ere eee 150,353,708 5,974,082 38.8 10,621,151 4,331,060 29.0 
Butler Bros.-Wh. & Ret..............00 x x — 2,542,306 8,984,759 276.0 
National-Bellas-Hess ...........seeseeeeee 83,896,695 14,475,118 $0.0 — 4,106,238 8,895,124 Deficit 
PNW TNO 65. ads cc basis nck caceacoaes 25,293,927 + 6,216,784 + 33.7 1,862,202 28,289 1.7 
> HONSNGOr OB WOG coco scccccccecntess 3,752,844 + 719,587 + 24.0 808,625 + 88,560 + 14.3 
Ginbel: Bros. WOres . occ scvesesvsceseceess 118,000,000 11,686,273 9.8 x x 

L. Bamberger—Newark .............ee00- 36,168,175 1,000,000 2.7 xz x 

Oe OO fen sik a ahs oaks kas bodes caese 15,097,734 + 483,551 + 38 1,265,488 13,823 1,1 
Roos Bros.—Calif, ..icceces.sesccscccecss 4,952,127 469,686 8.5 270,387 69,610 20.5 
F. & W. Grand—Silver .............0000% 87,836,243 + 1,419,385 + 24.3 1,665,629 147,065 8.2 
Simpson’s, Ltd.—Toronto .......-..ssss0s x x 1,844,776 175,495 11.5 
Selfridge & Co.—London ................. x x 2,148,433 250,105 10.4 
Hale Bros, Stores—S, F, ........ccseecee 18,835,144 + 886,327 + 2.1 520,689 + 210,632 + 68.0 
Raphael Weill & Oo.—8. F. .........00. 8,519,475 x 883,739 x 

Goldblatt Bros.—Chicago ............0000- 15,154,269 + 516,935 + 38.6 754,288 12,158 1.6 
McCrory Stores Corpn............sssss00- 48.288 ,526 1,480,440 2.2 2,168,173 55,060 2.5 
Ie G. TNOMOE ORs ss cc. asteehainccsee cc 192,943,765 16,746,652 8.0 8,200,622 4,122,756 83.2 

* (Split between Sears stores and mail-order estimated. Ward sales are gross instead of net.) 














“Now Don’t Quote Me, 
But—" 


As Reported by the “Itinerant Economist” 


When a Standard Price Won’t Stand 


“When manufacturers and merchants who feel the busi- 
ness necessity of passing along reduced prices to their cus- 
tomers go up against a standardized price they get into a 
peck of trouble,” said the credit man. “They are accustomed 
to figuring on, say a $5 shoe or a $25 suit or dress. They 
calculate their profits backward from the retail selling price, 
and they become confused when the’ old moss-grown price 
fails to jibe with times that have no respect for fixed dollar 
values. 

Right now a group of apparel 
manufacturers are going into a decline 
from the unusual exertion of thinking 
themselves out of the fix that a higher 
priced dollar has got them into. For 
years they have been making a garment 
that has sold at $25. When materials 
hit the toboggan slide and the pur- 
chasing power of the dollar went up 
the ladder these men had a feeling that 
the public would soon be making a 
menacing noise if it didn’t get a cut 
somewhere for its more valuable dol- 
lars. But the $25 price was as sacred 
to them as the graves of their ancestors 
to the Chinese. On it hung all the 
security and profits of trade. Once give 
up this keystone of regularity and there was no telling 
whether there would be any possibility of stability in the 
apparel business. It was as bad for the prosperity of the 
trade, they said, to have a lower price level, as it would be 
bad for the gold standard to take five grains out of the gold 
dollar. 

“But the advance vibrations of the expected roar from 
the disgusted public began to shake the windows in the 
garment district and the wise men went into a quick huddle 
and crystallized a decision to keep the good old price but 
pack about 25 per cent more value into the garment. This 
was promptly done, with a highly virtuous feeling. But 
virtue got no reward, the public smiled skeptically at the 
salesmen who pointed out better quality and more quantity. 
Their own brains being now fatigued beyond endurance, 
the manufacturers appealed to a merchandising expert, who 
of course solemnly advised them to do the only other 
thing there was to do—establish a new lower price, say 
$20, for the same garment that had been selling at $25 
before improvement. This advice was adopted in the in- 
dustry and is now being followed. The first trial sales 
sound like a-hundred-piece orchestra of cash registers. 
However, the manufacturers are maintaining also the 
$25 price and a better grade to cover their retreat and, 
as they fondly hope, to provide a road for an advance 
at some future time. They might as well forget it, we are 
on a lower price level for years to come. It’s a good 


608 


nee aa 
=a Mee MME of 
- a 


thing, too, for high price levels, even where compulsory, 
breed extortion, profiteering and commercial viciousness,” 


We Are All Speculators 


“One good by-product of the hard times,” said a banker 
whose proud boast is that he is never quoted and rarely 
“states,” “is that we are once again reminded that nobody 
can control the financial weather of the 
United States. Some of us got to think- 
ing between 1925 and 1929 that if we 
were not financial weather gods we 
were at least demi-gods. The weather 
in question is really made by the specu- 
lators—and that is pretty much the 
whole nation. Out in the country our 
farmers are more speculators than agri- 
culturists and stockmen. Most of our 
staple crop farmers are sheer speculators 
—and they know it. Too many of 
our business leaders are speculators. We 
are speculators in our very nature—we 
are still a pioneer people, and our society 
is far from ‘stratified, most of us like to 
take a chance. Under such conditions 
‘credit can not be controlled by any one 
organization, public or private. The Federal Reserve Sys 
tem can regulate credit measurably. It has done and will 
continue to do so, but to have credit controlled wisely, 
so that it would not at one time run away with business 
and at another time hobble it, it would be necessary to 
have far more intelligent control than we now have, not 
only of banking but of every sort of business. Credit rests 
upon business. It is obviously desirable that each business 
should be carefully budgeted; that it should have as careful 
a program and plan as a few of the best businesses now 
have. If that were done we should have less overproduc- 
tion. But even if we were scrupulously careful to plan and 
execute conservatively there would still be the risks of 
weather, politics, the vagaries of other nations and the in- 
constancy of human nature. We shall always have business 
cycles—and always the last will be the worst, if you take 
the crowd's word for it.” 


—— 
= 


War Game in Washington 


“The nearest approach we have to a real political conflict 
in this country,” said the Senator, “is the bloodless battle 
that is raging between the White House and the Capitol. 
I can visualize Pennsylvania Avenue as a channel of in- 
visible verbal projectiles, with periscopes atop the roof 
of the executive mansion and the dome of the capitol to 


THE MAGAZINE OF WALL STREET 











observe the effect of the firing. The President takes the 
battle very seriously but we consider it about as destructive 
as the war game battles the fleet is fighting at Panama. The 
way we figure it we are satisfying the soldiers and 
their associates in the bonus loan and the President is 
winning the applause of the fat boys 
and, greatly to his delight, that of the 
editors. ‘We have a home consumption 
alibi that will be a good helmet at home 
and he is building up a reputation for 
courage and independence that will 
come in handy when our fickle people 
approach the presidential nominating 
conventions and election in 1932. This 
scrap is all to the good.” 

While the Senator was monologuing 
his secretary was evidently “dying” to 
say something, and at the first chance 
she said it, as follows, to wit: “I don’t 
care what you men think but all of us 
women think Mr. Hoover has the love- 
liest radio voice in the world. It is so 
honest, sincere and appealing.” 


Panics Plus and Minus Morgan 


“I have been asked repeatedly in the last six months,” 
said a veteran Wall Street man, whose memory reaches 
back even to the withering panic of 1873, “whether I ever 
have seen conditions quite as bad as they have been in this 
country and the world over since October, 1929. 

“Do you want to know one of the outstanding differ- 
ences between 1921 and 1929-30-31 and 1873, 1893, 1901 
and 1907? J. P. Morgan the Elder. In those four earlier 
periods we had panics plus Mr. Morgan. In the last two 
we had—call them what you please—minus Mr. Morgan. 

“I want to tell you that this is a big difference. Do you 
remember that heartbreaking and fateful afternoon in 
October, 1907? The word went over the underground 
wires in Wall Street that brokers could not borrow any 
money, even to carry their commitments overnight. The 
atmosphere was tense, the Street was on the verge of general 
bankruptcy—and knew it. Then, like magic, just about 
‘delivery time,’ there was flashed over every private wire 
from the Stock Exchange, ‘Morgan throws $25,000,000 
into the loan crowd.’ That meant he had made that big 
sum of money available in the money loaning department 
of the Stock Exchange, at a time when 
none was to be had there, nor at the 
banks. 

“The effect was immediate and tre- 
mendous. Even such standard stocks as 
Union Pacific common jumped $10 a 
share on the next sale. Before the clos- 
ing gong sounded on the Stock Exchange 
at three o'clock a big rally had taken 
place in the stock market. Wall Street 
knew it was not ‘going broke’ that night, 
no matter what might happen later on. 

The word was quickly passed around 
that firms needing money to carry them 
overnight should send their representa- 
tives to the office of J. P. Morgan & Co. 
It was then in the old building on the 
same site on which now stands a splendid 
new building. I was privileged to be there as an ‘unofficial 
observer,’ as you would say now. I shall never forget the 
sight which my eyes beheld. Mr. Morgan sat in a big 
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armchair on the Broad Street side of the main floor offices. 
He seemed to me a veritable king on his throne. He cer- 
tainly was the king of finance that October afternoon, 
with a drab sky overhead and everywhere in the Street 
pronounced evidence of the extreme tension of the business 
day, the culmination, as it proved, of a 
panic—the ‘rich man’s panic’-—that had 
been under way since March of that 
year. 

“Mr. Morgan fumbled the charm of 
the heavy watch chain that he invariably 
wore. In came the men, one after an- 
other, so sorely needing money. They 
were not runners, but heads of firms in 
most cases. On each and every face 
was stamped a picture of strain and anx- 
iety. Of each Mr. Morgan asked, in 
his characteristically blunt way, the same 
questions—‘Who are you from?’ ‘How 
much money do you need?’ The 
amounts ranged from perhaps about 
$100,000 to a million or two. One 
after another, he directed those men, 
who were willing to bend the knee as to an actual king, 
to the big banks in the Street. Out they went with an ex- 
pression of fear and suspense changed to relief. 

“Having finished this gigantic task, single-handed as it 
were, he rose from his ‘throne’ chair and walked a few 
steps to his desk and sat down as though he had only per- 
formed an ordinary task in a day’s work. How did he get 
that money? He simply told the officials of the banks in 
advance that they must supply whatever amount he called 
them for. There was no committee meeting. 

“That was real leadership in a great crisis. I may be 
called a heretic by my younger brethren in the banking 
fraternity, but in my judgment one of ‘the greatest needs 
right now is leaders to tell people what they must do, the 
way the elder Mr. Morgan used to tell them.” 





Tight Thinking and Tight Money 


“A bit of introspection tells me all I need to know about 
the mood of business,” said the president of an insurance 
company that does business around the world. “This com- 
pany has several hundred million dollars out on real estate 
mortgage loans, and yet if I had five millions available for 
such loans today I would be at a loss to place them. Not 
that I would be without invitations in 
plenty, but that every one of them 
would be approached in a highly skep- 
tical mood and with a magnified factor 
of safety. Did you ever notice how 
you instinctively reduce your driving 
speed in an automobile after you have 
seen a nasty collision or turtle-turning 
skid? We have witnessed some harrow- 
ing loan accidents in the past year or 
two. Low speed and security appeal to 
us far more than high speed and maxi- 
mum investment of our funds. No 
doubt we reject applications that we 
would accept in other years. As times 
get better we will find ourselves un- 
consciously becoming less severe in our 
requirements. That is human nature, 
which is pretty much the same in a great financial in- 
stitution in Wall Street as in a notion store on Third 


avenue.” 
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Low Values for Silver Bring Great Economic Changes to 
Silver Producing as Well as Silver Consuming Countries. 


q Our Trade with the Orient Is at Stake. 


q An Important Factor in the Earning Position of Mining, 
Metal, Chemical and Other Industries Is Introduced: 


How Silver’s Decline Affects the 
American Pocketbook 


By Gegorce E. ANDERSON 


volved in the collapse of silver in world markets. 

One phase has to do’ with the effect of record low 
prices for silver upon the mining industry of the United 
States and upon American investments in the mining in- 
dustry in other countries. The other has to do with the 
effect of the decline in the price of the white metal upon 
the export trade of the United States, particularly the ex- 
port trade to China and India. The first phase accounts for 
the activity of Senator Kay Pittman of Nevada and his 
confreres of the sub-committee of the Senate Foreign Re- 
lations Committee in developing the proposition for a 
silver loan to China for the purpose of reviving silver and 
Chinese trade in the same operation. The second phase 
has been developed more or less independently of the Pitt- 
man proposition in a growing feeling among American 
business men that silver in its distress is interfering with re- 
covery in other commodities and that the distress of silver 
producing and silver using countries must be relieved be- 
fore world business can again become normal. 

It has come to be almost axiomatic in current discussion 
of the silver problem that the fall in the price of the white 
metal in the past eighteen months has reduced the buying 
power of most of the Orient and several other countries by 
half and that much of 


fie are two practical phases of the problem in- 


loss in silver using countries has been enormous. The silver 
stocks of India, including coined rupees, reserves, hoards, 
and silver in use as ornaments which in India is another 
form of hoarding, is currently estimated at 5 billion ounces. 
At the average price of 53.3 American cents per ounce in 
1929 this stock had a gold value of 2,665 million dollars. At 
the price of 2534 cents per ounce in mid-February it had a 
value of 1,287 million. Similar stocks in China are es 
timated at, roundly 3 billion ounces which at the average 
1929 price had a value of 1,599 million dollars and at the 
mid-February price a value of only 772 million. In other 
words the capital value of silver stocks the world over has 
been reduced by more than half in a year and a half. The 
loss of the United States government on the silver reserves 
in the United States treasury, for instance, has been up- 
ward of 100 million. The total loss the world over will 
closely approach two and a half billion dollars. Such capital 
losses, when realized by the people concerned, naturally 
have a paralyzing effect upon trade if for no other reason 
than the inevitable psychological reaction. 

A high level of silver prices is not essential for the im- 
port trade of the Orient. In India, which has the world’s 
greatest silver stocks, the silver rupee is pegged to gold at 
18 pence or 36 gold cents. The country’s buying power 
on the basis of current 
earnings or current ex- 





current world depres- 
sion in business has 
been the result. That 
the effect of the price 
decline has been serious 
is to be admitted; but 
it is also to be noted 
that the price decline 
has been partly a result 
rather than altogether 
a cause of current de- 
pression, the two forces 
wg upon each 

er in progressively 
disastrous consequences. 

From the standpoint 
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ports therefore is meas- 
ured by this fixed ex- 
change rate. The gov 
ernment of India and 
not the Indian ryot 
bears the loss. A strik- 
ing illustration of this 
lies in the fact that an 
Indian hoarder can 
take, and does take, a 
coined rupee contain- 
ing about one-third of 
an ounce of _ silver 
whose bullion value at 
present is about 8.7 
American cents and 








of capital wealth the 
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China “Ripe for a Loan” 





By CHaoCuu Wu 


At the request of THE MAGAZINE OF 
WALL STREET Mr. Chao-Chu Wu, envoy 
extraordinary and minister plenipotentiary 
of China to the United States, made the fol- 
lowing statement regarding a Chinese loan: 


“The National Government of China is 
interested in proposals now before the United 
States Senate for a Governmental silver bul- 
lion loan to China. I am not prepared to 
say which is best: a silver bullion loan or a 
gold loan, or possibly some other credit 
arrangement. 

“However, I believe that China is ripe for 
aloan. It is true that this might be a costly 
time to negotiate a loan. If it should be in 
the form of a silver bullion loan repayable 
in silver, and silver should be rehabilitated 
before the maturity of the loan, it might cost 
China 100 per cent or more, in addition 
to ordinary interest. But, now that internal 
peace has been substantially attained, the time is opportune 
for a foreign loan, because we now have assurances that 
such a loan could be entirely used for constructive rather 


Chinese Minister to the United States 


Chao-Chu Wu 








than military and administrative purposes. 

“It is my belief that a foreign loan, of suffi- 
cient magnitude, could be used to put China 
on the road to splendid industrial and com- 
mercial progress, including a marked advance 
in the material standard of living, with great 
advantages to the United States and other 
trading nations. I sincerely believe that 
China can be raised to a much higher stand- 
ard of living, notwithstanding its immense 
population. 

“It goes almost without saying that China 
is deeply interested not only in the stabiliza- 
tion of silver, but in the restoration of some- 
thing like its former normal value of, say, 
around forty-five gold cents, to the Chinese 
dollar. A very considerable part of the 
wealth of China is stored in the form of 
silver. The depreciation of silver has thus 
not only reduced the purchasing power 
of money in China, but has also re 
duced the inventory of wealth. Both of these con- 





ditions are contributory to decreased foreign trade 


and industrial and commercial depression at home.” 








with it buy 36 cents worth of bullion, at present price 1.37 
ounces or over four times the bullion content of the rupee. 

The result has been that in the first eight months of 
1930 India’s net imports of silver amounted to 71,772,700 
ounces as compared with 50,391,800 ounces in the same 
period of 1929. The Indian hoarder has suffered a loss 
in the gold value of his bullion but since the possession of 
bullion is his object he will be utterly unaware of the fact 
that he has been hit unless and until he attempts to turn 
his bullion into rupees. ‘When this occurs on a material 
scale the Indian government will face another real problem. 
In the meanwhile whatever loss there has been in American 
or other foreign trade in India has been due to general 
economic conditions in the empire in which the price of 
silver has been a factor only in its reaction upon the fiscal 
policy of the Indian government. 

In China the situation is different. Since there is no 
international exchange value of Chinese currency other than 
the actual bullion value of the coins the buying power of 
the Chinese people in international markets depends entirely 
upon the price of silver and that has been cut in half. How- 
ever, China pays for its imports not in silver but in goods— 
goods at silver prices, to be sure, but goods for all that. 
It requires more Chinese goods to pay for a given volume 
of imports but Chinese exports normally would bring a 
correspondingly higher return in silver. More than once 
China has demonstrated its ability to adjust its international 
trade to such a situation if conditions in the country are 
such as to permit a normal production and free movement 
of commodities for export. 

A low value of silver normally is a great stimulant to 
Chinese exports since normal gold prices exchange for a 
greater return in silver currency on the basis of which 
goods are produced. High silver prices do not stimulate 
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China’s foreign trade. While, with a high price for silver, 
the Chinese dollar will buy more foreign goods than at 
lower silver exchange, such high price increases the gold 
cost of Chinese export products and automatically tends to 
check Chinese exports without which China can buy 
nothing. 


China Must Sell to Buy 


Let this point be made clear and emphatic by repetition— 
China can import nothing until it has exported. The coun- 
try has little or no buying power reserve. An examination 
of China’s import and export records for the past quarter 
of a century demonstrates that excepting the years of war 
time inflation during which Chinese products could be sold 
abroad at almost any price China absorbs more foreign 
goods at moderate exchange—i.e., there is a better equi- 
librium between necessary exports and possible imports at 
a moderate priced dollar than at any extreme. After a 
good many years of study of, and experience in, Chinese 
trade and finance the writer is of the opinion that Chinese 
trade flourishes best for all concerned around a forty cent 
dollar; and this is the level of exchange the Chinese govern- 
ment is aiming for in its contemplated shift to a gold stand- 
ard for its currency. 

At present China’s chief difficulty in international trade 
is not the low value of silver but its inability to dispose of 
its products abroad at even the lower gold prices possible 
at low silver exchange. The foreign demand for the soy 
bean crop in Manchuria is so small at present that mills in 
China today are using 40 per cent beans and 60 per cent 
coal for fuel. A similar falling off in the demand for 
Chinese silks, tea, hides and skins, egg products and prac- 

(Please turn to page 648) 


611 

















Investment Irusts—A Revelation 


of Annual Statements 


Two Year Comparison of 58 Management 
Investment Companies Shows Startling Varia- 
tions and Indicates the Soundest Organizations 


By Cart WILLIAMS 


ORKING through the annual reports of the man- 
W agement investment companies creates an emotion 
akin to that aroused by inspection of a battlefield 

after a life and death struggle of two armies. Many of 
that proud array of financial giants that started out so 
boldly in 1928 and 1929 have 
fallen to rise no more and 


These are perhaps avoidable confusions, but when added 
to the great diversity of capital structures and stock pro- 
visions a clear-cut comparison of results attained by the 
different organizations is made a task for the trained and 
industrious analyst rather than a busy investor. It was 
with the idea of  simplify- 
ing these difficulties that the 








nearly all have serious bruises 
and sore spots if not mortal 
wounds. 

It has been the fate of these 
companies, as if the Gods would 
try their managers’ souls, to be 
called upon to report at the ends 
of 1929 and 1930 and in the 
midyear of 1930, in each in- 
stance, just’after a violent break 
in the market, and a few weeks 
later to see the market almost 
ironically soar to heights that 
belied the indelible record of 


Investment 


companies have 
through a period which has tried them by 
the ordeal of adverse conditions. In their 
current position we have, therefore, per- 
haps the soundest appraisal of management 
skill that could be made. This authoritative 
comparison commends itself to all investors 
interested in this type of investment. 


accompanying tables were made. 
The first table gives the net 
asset values of the common or 
Class A stocks of 58 companies 
or of the preferred where data 
applicable to the common is not 
available (taking portfolios at 
market values) for the years 
ending December, 1930, 1929 
and 1928 or for intermediate 
dates where the company was 
organized in, or did not report 
before 1929. In one column 
the percentage decline of this 


passed 





net asset value from December 





the depths to which they had 
sunk. For some time to come, 
management trusts will be remembered for what the 
market did to them rather than for what they did to the 
market. 


In A Falling Market 


Yet after all, the innocent bystander has only seen what 
investment companies have done in the greatest bear market 
in history. He has yet to see what most of them can achieve 
in a normally rising market which is a milieu to which 
their capacities are much better adapted. Some inkling of 
this may be gained by the experience of the seasoned 
American Founders Co. which built up an unbroken record 
to October, 1929 only to fall from then on quite as badly 
as the newcomers. It is probably not quite just to the 
trust managers to judge them entirely by the unfortunate 
results of the past two years. They were caught in their 
ordinarily successful activities of selling and trading by a 
revolution of the business cycle as remote from their un- 
derstandings (until it was all over) as the Aurora Borealis. 

In the following tabulations of investment trusts and 
holding companies, the same difficulties as formerly, though 
not to the same extent, have been encountered in the way 
of inadequate information, lack of comparative data, re- 
ports at odd dates and for varying periods and the like. 
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31, 1929 to December 31, 1930 
is indicated. This column does not speak truthfully 
without an interpreter, however, because two different 
types of equities are being compared. It is paramount that 
this be recognized lest the investor fall into serious error 
and form a poor opinion of certain sound companies while 
at the same time holding others in an esteem that is really 
unwarranted. The first type of equity is where the com- 
mon stock represents the sole capitalization of the company, 
while the second is where the common is preceded by senior 
issues. Fluctuations in the common stock asset value of 
first type (marked * in the table) give an approximately 
accurate reflection of the percentage rise or fall in the 
company’s total portfolio and in consequence roughly rep- 
resent real performance. The representation is rough be- 
cause some of these stocks pay dividends while others do 
not and some have been enhanced in value by company 
purchases below break-up value while others again have 
not been so affected. 


Preceded by Senior Issues 


The common stock asset value of the second type, how- 
ever, or those preceded by senior issues and unmarked in the 
table, fluctuates to a much greater extent than the total asset 
value of the company’s portfolio and therefore does not 
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Common Stock Net Asset Values of 58 Companies and 1930 % Decline 
. Deo. 31, Dee. 31, Deo, 31, 1930 % Current 
1928 1929 1930 Decline Price Dividend 
*Mayflower Associates, Inc, .........++..+- 57.02 58.66 54.93 6.3 43 $2.00¢ 
*Shawmut Association ..............see0e- 22.54 23.85 19.98 16 11 80 
*Ungerleider Financial Corp. .............. 52. (5/29) 49.36 40.92 17 27 “* 
Mighman, GOR: 6s .isdccacakassansssaes eeee 100. (9/29) 91.54 75.61 17 66 3.00 
Chicago Investors Pfd. ..........++- okéen 71.09 (8/29) 52.67 42.72 18.8 30 3.00 
American & Gen, Secs, Ol. A, .....seees vee 25.71 (5/30) 20.51 (11/80) 20 14B .50 
*Fourth Nat’l Investors ........+.sseeecees 53.85 (8/29) 46.80 37.36 20 32 ve 
*Boston Personal Prop. Trust .......++...- wees 29.85 23.67 (1/31) 20.7 20 1,00 
Int'l SuperpOwer = ...cescccsescccccscsccce 49,21 (4/29) 40.58 31.34 22 27 1,00f 
Second Nat’l Investors Pfd, .......-..++: 106, 102.80 79.49 22 54 
*Third Nat’l Investors ..........seseeesees 47.27 (4/29) 41,27 $1.88 22 26 os 
*Int’l Carriers, TAA. ....ccccccoscccccorere 23-25.50 (8/29-9/29) 19.46 14,91 23 ; 12 G 
CGraymur OOFp. ..ccccvccsccccsccscvaceccce 50. (4/29) 45.16 34,20 24 29 1,00 
Vick Financial Corp. ...ccccercecccccccee 9.71 (10/29) 9.68 7.38 24 7 40 
CHtate Bt. Investors ...cccscccvccccscocces . 94.43 (Adj.) 87.94 65.17 25 71 8.00 
*General Capital Corp. ....... knee ene k oe 75. (8/29) 59.52 43.93 26 25 ve 
*Incorporated Investors ..........seeeeeeee 58. (Equiv.) 46.79 33.92 27 39 1,00+ 
*Mohawk Investment Corp, ......--.....+- 60.35 (Adj.) 60.56 43.07 29 49 2.00 
Waited COED: condi cdindd sadsavncseeesiecce 28.80A (4/29) 33.55 21.41 33 26 0.75 
CT; B'S Teel Ces Feb Fea, iiss s csiwss as 137.60 92.08 33 55 oe 
Railway & Lt. Secs. Co, ...........e000. 70.16 69.46 45.22 35 50 2.00+ 
Tri-Continental Oorp. ...ceccesscseccceces 29. (1/29 adj.) 15.81 10,20 35 11 at 
Capital Administration Cl, A ,....... ee 21.55 23.13 14,68 36 15 1.00 
*Electrio Power Associates............ee00. 27. (2/29) 32.93 21.10 36 18 1,00 
40. (6/29) 
*Insuranshares of Del, Cl. A .......-+.05- 20.75 (9/29) 15.20 10,15 36 9 0.40 
Electric Shareholdings .............seeee+- 20. (1929) 18.75 11.37 40 15 6% 
Prudential Investors ..........eeeeeeeeeee 25.08 (3/29) 21.42 18.40 40 13 ie 
U. S&S, & Melis THtt Gl. BD. oo vccccvecesee 23.33 (5/30) 14.27 (11/80) 40 13B . 0.50 
i te ee a SRR reer eye err 35.63 (5/30) 20.69 (11/30) 41 18B 1.20t 
Second Int'l Secs, Corp, ........--.++. oe aie 32.78 (5/80) 18,84 (11/30) 42 18B 1.00 
American Cities Pw. & Lt. Cl, B ........ 12.60C 18.744 179A 43 9 10% 
American International ...............++. 40.89 35.86 19.94 44 24 2.00F 
Chartered Investors .........eesseereeees 25. (1/29) 27.10 15,18 44 15 0.50H 
Adams BEpress Oo. oovcsceviccccocecsvsse 27.26 (Adj.) 29,94 16.40 45 23 1.60 
UO. TIGED . Ldvecdsctchndécgerencd sonebe 20. (8/29) 9.47 5.17 45 5 
American European ........s.cccssocvcees 44.61 48.20 25.60 47 31 cn 
Inv. Co, of America Pfd. ............... ia 170.00K 88.13 (12/30) 49.5 x 7.00 
Amor, BRVOPOOWOR 6s b:55:56530'003.v0.050%0,0-0 12.78 (Adj.) 15.74 7.81 (1/80) 50 15 0.40 
*Investment Trust Associates ............. Per yee 28.25 (6/80) 14.40 (11/30) 50 9B 0.50 
Continental Shares .........sesseeeee eee $1.73 (Adj.) $2.75 15.61 52 11 1,00 
Amorican Founders. 0.6.60. sc00csvcccsseccce 11.58 (5/30) 5.55 (11/30) ne 5 
General Amer. Investors ......... eoccecce cake 11,62 5.53 52 6 oe 
General Public Service ...........sse.0.. 27.36 (Adj.) 26.46 12.65 52 20 6% 
hee. er ‘ees 30.20 (5/29) 26.99 (5/30) 12,63 (11/380) 53 8 
National Investors Pfd. .........+0 coos 208, 86.37 85.30 64 40B oe 
(adj. to present no. shares) 
Petraes, AI ode ca csdnees bah eseneseaas 34, (1/29) $1.78 18.82 56 10 1,00 
Sun: Tavewtlny Gers. 9.25 sicscccessccevcese’ " 26.65 (7/29) 20.63 8.50 59 
United Fourters ........eccese- Perret wank 21.41 (5/30) 8.96 (11/30) 60 8 
Shenandoah - seicccsecesadscrny coeccescccee 17.60 (off Pr. 7/89) 9.47 8.32 64 8 
UC ity’ RGM 5 os oekVs% beste s duces eee 11.78 4.18 64.5 9 o< 
Continental Securities ............ int'ee ua oe 62.43 20.55 67 25 2.00 
*ROlGINGRAINE 5b Sinko swasseosssscenssnaces 48. (Adj.) 40.94 12,40 70 9 
UW, BR. Whe occ Sas die caccvetbweuss 30.28 $0.78 9.40 70 11 
Commonwealth Secs, ..... ieasiniok checeode - 67.68 (6/29) 45.14 12.31 73 15F 
Reliance TntE Gh Bos. ss ccciscasoessccese 15. (Est. 9/29) 10.41 1.20 88 5 
Aldred Investment Tr, ........+sseccseess 13.37 1.67D 112 x ss 
Selected Industries ...........cesseseeees 7.144 3.42 .78D Est. Approx. 122 4 : 
(Orig. Subs. Pr. 1928/29) 
Sterling Securities Ol. A ..--. peassses perme | * 10.68 10.86D 200 5 
A—Allowing $50 for Pfd. C—Allowing $55 for Class A. K—Indi cated approx. B—Bid price. X—Market very wide. F—Offer price. 
t Plus extras. G—Paid 0.25 1/81. H—Initial payable 2/81. * Sole capitalization ists of stock. D—Deficit. , 
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truly represent the company’s real performance. It is only 
an indication of the general trend of total asset values and 
should be considered merely as such, subject to more de- 
tailed analysis. This rate of increase or decrease in value 
is the mysterious “leverage” by which fortunes are made— 
and lost. It is greatest where the common capitalization is 
smallest in relation to the senior securities and is of course 
smallest in those cases where the common stock is almost 
the sole capitalization. 

Perhaps the best way to explain this is by a theoretical 
example. Suppose an investment company to be capitalized 
at $1,000, of which $500 is represented by bonds and $400 
by preferred stock and the balance $100 by common 
stock. Then should the company’s total portfolio decline 
10 per cent in value, if par value is allowed for both bonds 
and preferred, it has the effect of entirely wiping out the 
common equity—a very disheartening contemplation. 
Suppose, however, that the company’s total portfolio rises 
by 10 per cent and the reverse effect takes place. Allow- 
ing as before for the bonds and preferred stock at par, we 
find that the common stockholder’s equity has grown from 
an original $100 to $200—a gain of 100 per cent. 

Now taking a similar company capitalized at $1,000, 
which is represented solely by common stock and suppose 
that the same reaction marketwise which for the first com- 
pany caused a decline of 10 per cent causes in this case a 
decline of 50 per cent in the value of the company’s port- 
folio. Here, the common stock equity instead of being 
entirely “wiped out” or worse is but halved and a super- 
ficial examination of the record would give an absolutely 
wrong impression as between the two types of company. 
The tendency would be to avoid the first company like the 
plague whereas on real performance this would be a very 
much better long term investment than the other, regardless 
of the infinite difference in their asset values. This prin- 
ciple of “leverage” is clearly brought out in the table and 
it will be seen, from the common stockholder’s viewpoint, 
that the group where the common shareholder's equity com- 
prises the sole capitalization of the company shows up to 
much better advan- 


value alone between those equities having this factor and 
those without it, it would be equally unfair on the same 
basis to compare those with much leverage and those where 
this is relatively unimportant. Furthermore, some com. 
panies, as Prudential Investors for example, have retired 
so much preferred or so many bonds as to substantially af. 
fect the value of the equity shares. Others have exchanged 
preferred for common shares while others have increased 
capitalization as United Corp. by exchange for other stocks 
on a basis not easily computed, or have reported on a com. 
parable basis for brief or irregular periods. 

To get a true picture of what actually happened in these 
more complicated situations, it is essential to compare the 
total assets, allowing for expansion by merger or other: 
wise, at the beginning and end of 1930 as affected both by 
operations and capital readjustments. Such a comparison 
(except for United Corp.) of twelve companies is brought 
out in Table II. Here the true results for 1930 may be 
compared with the percentage declines of all listed stocks 
(including preferreds) and adjusted for “split ups,” etc., of 
31.8% as reported by the New York Stock Exchange. 

Mayflower Associates made the outstanding record for 
the companies listed, in actually showing a small profit for 
the year if dividends are added back to net asset value at 
the end of 1930, but it is gratifying to note that so many 
other organizations exercised the prudence that seemed ob- 
viously called for under the circumstances and that the 
public expected would be in evidence by reporting a much 
smaller loss than the average of all listed stocks in a difficult 
year. 

An inspection of the annual reports and_ balance 
sheets of some of the above companies which came through 
the ordeal relatively unscathed discloses the exercise of 
genuine long range investment judgment that investors 
have a right to expect from admitted financial and business 
experts. It is apparent that the managers of these more 
successful companies were astute enough to foresee at least 
a dubious outlook for business in the Spring and Fall of 
the late unlamented year and to switch from equities into 

cash or fixed income 

















tage in the declining assets in order to be 
markets of the past on the safe side. 
sixteen months. TABLE II This type of man- 
; Oaaue tert band In a Declining Market Common Stock Capitaliza- pre page 
if it is expected that a it bettered the per: 
the present rising tion Only Is Safer. formance of the av 
i , line i age ee me! 
market is to con eons te sioisines erage — in 
tinue the better com- assets from in assets vestor by a_large 
mitment w ould be —— =o we margin is entitled to 
in those companies Mayflower Associates ................ 8+ 9+ a high rating. A 
having senior issues Shawmut Association ..............-. 12.9 12.9 aici companys recor 
ahead of the com- Ungerleider Financial ................ 18.7 17.1 Stock under adverse con 
mon. Boston Personal Property ........-... 17.8 17.8 Capitalization ditions is, after all, 
Should the in- NN MR Gi Sa ics ccmcgnien ss wr the test of sound 
vestors choice rest Fourth Nat’l Investors ............... 20.2 20.2 management. d In- 
on a company of the deed there is no 
latter type rather Capital Administration ............... 8.6 14.8 a other standard by 
than upon rhose TriContinental ...........:.cse00ece0s 12.8 foe which this most im- 
having common Railway & Light Secs. .............-- 17 Posteseal portant considera’ 
stock only, his spe- Electric Shareholdings ............... 17.9 20.4 (Stock tion of an invest 
cific selection is com- Prudential Investors ......... ....-..+: 24.4 24.9 a — ment company pe 
plicated for the rea- Amer. Cities Pw. & Lt. .......0..06+ 24.1 21 )° be appraised by the 
son that the propor- present or prospec 
tion of senior securi- tive holder of trust 











ties to equity stock 

varies so radically among the 38 companies considered that 
it would be unfair to compare them solely on the basis of 
common stock asset value. That is to say that the amount 
of “leverage” varies immensely and, having shown that it 
is impossible to make a comparison on common stock asset 
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shares. A 
those stocks favored by “leverage” and those without, the 
choice must be with the individual who will make due a 
lowance for the varying degree of risk envolved, not forget 
ting that the portfolios of many investment companies are 
now undoubtedly over the worst of their deflation. 
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Extensive Hidden Appreciation 









Possibilities in High Grade Bonds 


Steady Drop in Commodity Prices and Cost of Living 


Increases Purchasing Power of Bond Income, and 
Enhances Effective Value of Bond Principal 


an effective appreciation of 66% 

over the period of the past dec- 
ade, This statement will nb doubt 
surprise most investors because appre- 
ciation potentialities are not ordinarily 
associated with high grade bonds. 
Rather, the investor has long been im- 
pressed with the belief that high gradz 
bonds are the very incarnation of 
stability, and to learn now that they 
are worth 66% more than ten years 
ago is a startling revelation, needing 
an explanation. 

The average price of 60 high grade 
bonds in 1920 was 80.8 or $808 per 
$1,000 par value bond. The average 
coupon rate of these 60 bonds was 
4.40%, but selling at a discount, the 
yield obtainable was 5.88% to ma- 
turity, which was 25 years hence. In 
January, 1931 the comparable price of 
this list of 60 high grade bonds was 
99.5 and the yield was cut down to 
4.43% to maturity. Taking these 
facts at their face value, the investor 
will reason that the 


He: grade bonds haveexperienced 


By Witi1aM KNoDEL 


modity prices as measured by the 
United States Dept. of Labor’s whole- 
sale commodity price index dropped 
51% during this period, while the cost 
of living as computed by the National 
Industrial Conference Board declined 
27%. The purchasing power of the 
dollar has increased, and this phe- 
nomenon has affected the purchasing 
power of the bond principal just as 
surely as it has actual money. 


Principal and Interest Worth More 


If 80.8 was the price of the bond in 
1920, then the effective price today m 
terms of the cost of living is 134, 
which represents am*appreciation of 
66%. This computation takes into 
consideration that the actual price ot 
the bond today is 99.5. If, instead of 
the cost of living, the present level of 
wholesale commodity prices is used 
then the effective price of the bond 
today is 196, which represents an ap- 
preciation of 141% over 1920. 


The question can be considered from 
another angle, namely that of income. 
When the investor purchases a bond, 
the dollar income to him remains the 
same throughout the entire period that 
he holds this bond. The effective in- 
come, however, varies according to the 
purchasing power of the dollar from 
time to time. During a long period 
of rather steadily declining commodity 
prices such as we have been in since 
1920, and which some competent 
economists believe we shall continue to 
see for a considerable time into the 
future, basing this on historical an- 
alogy, the purchasing power of the 
dollar income from bonds steadily in- 
creases. 

Thus, for instance, the yield of 
5.88% obtainable from high grade 
bonds in 1920 has now become an ef- 
fective yield of 7.95% after adjusting 
for the drop in the cost of living, and 
to 11.60% based on the present level 
of wholesale commodity prices. The 
effective income has practically doubled 

if the latter figure is 





increase amounted to 


$187 per $1,000 bond 550 
or an appreciation of 5.40 
23% during this 530 
period. True enough. 5.20 
But this is only part 3.10 
of the story. 500 

During the decade — 
a significant develop- — 
ment, and particularly pe 
«© from the bond ine | 24 
vestor’s standpoint, oc- pee 
curred, namely com- - 430 
modity prices and the 420 
cost of living have 410 


been falling off more 
or less steadily 


throughout. Com- 


1925 





DECLINING COST of LIVING INCREASES 
PURCHASING POWER of BonD YIELDS- 





1929 


DURING PERIODS OF DECLINING COMMODITY PRICES AND COST OF LIVING, THE EFFECTIVE INCOME 
FROM BONDS INCREASES, A FACTOR WHICH IS ONE OF THE STRONGEST ARGUMENTS FOR BONDS DURING SUCH PERIODS. 


1928 


considered and has in- 
creased 35% in terms 
of the cost of living. 

The graphic repre- 
sentation which ac- 
companies this article 
of the divergence of 
the effective income 
and the actual yield 
from bonds illustrates 
admirably the fact 
that the return in 
dollars is not an ac- 
curate index of the 
purchasing power of 
bond income. The 
period covered by the 
chart is from 1925 


1930 
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appreciation from the 





to the present time. 

Fundamen- 
tally, ‘therefore, the 
holders and purchasers 
of high grade bonds 
have occupied an en- 
viable position and will 
continue to do so as 
long as the trend of 
commodity prices and 
the cost of living keeps 
on going downward. 
When the basic trend 
of commodities reverses 
itself and starts going 
up, bonds will occupy 
an entirely different 
position. Instead of 
enjoying a steady in- 
crease in the effective 
income and principal, 











Common 


Total 


Railroads 


Total 








Long term bonds and notes.$2,810,318,510 


stocks 


oc vestesieseveesse $4,957,129,653 


Ske cbaoodavouned $1,026,536,600 
Public utilities 
Industrials, etc. ............ 1,880,525,869 

Dbekeseoeeneseee $5,4738,279,043° 


* Includes all new corporate issues floated in the United States, whether 
for domestic or foreign corporations, 


Bonds Again Dominate New Financing of 


Domestic Corporations 


-——1980_.  ——-——_1929-—____. 
Amount 
of newissues Total 


$2,369,365,600 
250,588,150 2.7 
1,694,749,201 
5,061,849,892 


% of 
Total 


56.7 
620,254,150 12.5 
421,538,230 8.5 

1,105,018,763 22.3 


100.0 


Amount 
of new issues 


18.8 
46.8 
34.4 


100.0 


2,566,216,574 


$9,376,552,843 


$817,195,885 8.2 
2,442,768 ,535 
6, 766,396,709 


$10,026,361,129° 


combined _influences 
would approximate 
63%. 

The development of 
higher bond prices jp 
the future of course de. 
pends directly on the 
trend of long term ip. 
terest rates. At present 
there is a wide spread 
between short term in. 
terest rates and long 
term interest rates, but 
the probabilities are 
that this will tend to 
close up over a period 
of time. Investor con. 
fidefice in sound high 
grade issues is being re. 
established rapidly and 
as this proceeds, bond 


% of 
25.2 


18,1 
54.0 


100.0 


24.3 
67.5 


100.0 











the opposite will be the 





case. Bonds will 

steadily lose in effec- 

tive value as commodity prices con- 
tinue rising. This was exactly what 
happened in the two and one-half 
decades preceding 1920 when in 
consequence of the steady rise in 
commodity prices, bonds were steadily 
losing in effective income return 
and in principal. Indeed, the en- 
tire period was marked by a gradual 
but steady decline in bond prices as 
well. 

All of this brings us to the question 
of what the bondholder or the bond- 
buyer might reasonably expect in ef- 
fective appreciation over future years. 
Assuming that commodity prices and 
more particularly the cost of living will 
continue to decline as historical prec- 
edent indicates that it does for several 
decades after major catastrophes such 
as the World War, the bondholder will 
naturally benefit from the steadily in- 
creasing buying power of the dollar. 

The cost of living index as computed 
by the National Industrial Conference 
Board now stands at 148 compared 


with the relative of 100 in July, 1914. 
If over a period of years the index drops 
down to 100, the pre-war level, the 
purchasing power of the dollar will in- 
crease 48%. This of course will also 
represent the amount of effective ap- 
preciation in the yield and in the prin- 
cipal amount of a bond purchased now 
and held until the time the cost of liv- 
ing index does drop to 100. 

This effective appreciation of 48% 
does not take into consideration any 
change in the actual level of bond 
prices. If high grade bonds continue 
the long term upward trend in prices 
manifested during the past decade, 
then the bondholder experiences ad- 
ditional effective appreciation during a 
period of declining commodity prices. 
To give the reader an approximate idea 
of what this would amount to, suppose 
the average of 60 high grade bonds:ad- 
vances from the present level of 99.5 
to 110, and the cost of living as re- 
vealed by the index drops from 148 to 
100, the pre-war level. The effective 


_ 
>_> 





financing will increase, 
and the flow of liquid 
capital to the more fixed form of capi: 
tal will tend to benefit the bond market. 

Figures on new financing for 1930 
clearly indicate that bonds have re 
established themselves as the dominant 
medium for raising new capital, and 
during the current year several large 
issues have already been floated. The 
threat to the bond market believed to 
have been held through the revised 
soldier bonus plan now appears to be 
much less serious than at first supposed, 
and even though a certain amount of 
financing may be necessary to swing 
the revised plan, the bond market 
should make considerable headway 
despite this. With strength manifesting 
itself in the stock market and an 
extensive recovery from the de 
pressed levels of the latter part of 1931, 
the stage is set for bond financing on a 
large scale. The attractive yields ob 
tainable on the better grade bonds at 
present will probably appear very 
alluring when the bond market has re: 
gained its rightful place. 


The Magazine of Wall Street’s 
Bond Buyers’ Guide 


THE MaGaZzINE OF WALL STREET, 

which contains a list of some fifty 
to sixty bond issues, the readers should, 
of course, realize that although all the 
issues have been carefully scrutinized 
to determine their fundamental sound- 
ness, the individual issues, nevertheless, 
do vary considerably regarding invest- 
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[: using the Bond Buyers’ Guide of 


ment merit. As a rule, the higher the 
grade of the bond the lower the yield 
obtainable on it. Therefore the yield 
generally reflects the amount of risk in- 
volved in holding a particular bond 
issue. Frequently, however, investment 
opportunities are offered in bonds selling 
out of line because their real merit is 
not generally understood by the buying 


public until brought to their attention. 

Before purchasing a bond, the buyer 
should always determine what grade of 
bonds suits his purpose the best. In’ 
vestors with other sources of ‘income, 
such as the business man, can of 
course assume a greater degree of risk 
than one who is largely dependent on 
the income from investments. To the 
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latter, safety of principal is as impor- 
tant as steadiness of income and there- 
fore it is the better policy for the aver- 
age investor of this type to favor the 
higher grade issues. 

One of the prime essentials for the 
bond buyer is to observe a proper 
degree of diversification in his invest- 
ments. The reason for diversification 
is that the law of averages will operate 
as a safeguard. In accordance with 
this principle, the investor should limit 
the amount of his funds in any one 
type of enterprise, or in any company, 
or in any geographical locality. This 
sort of distribution will prevent depres- 
sion in any particular industry, locality, 
or in the affairs of any company from 
affecting to any considerable extent the 
fundamental soundness of his entire 
list. 
Through the medium of convertible 
bonds, the investor is offered in addi- 
tion to the ordinary bond investment 
also the appreciation possibilities of the 
common stock of the company into 
which it is convertible. The bond is a 
call on a certain amount of common 
stock for a certain period and in hold- 
ing this call the purchaser receives 
recompense in the form of yield obtain- 
able at the particular price the bond 
was purchased at. However attractive 
a convertible bond may appear from 
the point of view of immediate ap- 
preciation because the price of the 
stock is either near or above the price 
at which the bond can be converted, 
the investor should always keep in 
mind the investment position of the 
bond. When the conversion feature of 


the bond is of no immediate conse- 


quence, this latter becomes the chief 
factor influencing the issue. 

Railroad and public utility bonds as 
classes constitute excellent investments 
not only because of the essential nature 
of both types of businesses, but also be- 
cause both operate on fixed rates with 
limited or no competition. Insurance 
companies, savings institutions, and 
trust funds have long taken large 
amounts of the better grade rail bonds, 
and in recent years public utility bonds 
have gained steadily in favor. Rail- 
road equipment bonds have an enviable 
record as investments. Industrial bonds 
are somewhat more speculative al- 
though the large well intrenched 
and ably managed enterprises offer 
high grade security in their bond 
issues. 

Regarding the maturity dates of 

nds, the investor should observe the 
Principle of diversification also. Funds 
should be spread to include short term, 
medium term and long term bonds. In 
this way, the investor averages periods 
of favorable and unfavorable interest 
rates. 














Bond Buyers’ Guide 


NotTE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 


intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Prior Interest 
Liens Times Call 
(Millions) Earned* Price Price 


Current Yield 
Recent In- to 
come Maturity 





Atchison, Top. & 8. F. Conv. 4s, 1955.. 273.3 3.77 110 96 4.2 4.2 
New York Central Deb. 6s, 1935....... 630.2 1.54 110 107 5.6 4.3 
Great Northern Gen, A 7s, 1936..... (b) .139.8 1.98 Sas 112 6.3 4.5 
Rock Island-Frisco Terminal Ist 4%s, 

NE eS et ee x 1024%4T 99 4.5 4.6 
Pennsylvania 5s, 1964 ........cccscceses awe 1,81 102T 105 4.8 4.7 
Central Pacific Guar. 5s, 1960....... OS Me 1.91 105 (’385)T 104 4.8 4.8 
Illinois Central 4%s, 1966........... dee. ae 1,50 102% (’36)T 98 4.8 4.8 
Wabash Ref. & Gen. 5%s, 1975...... (a) 61.6 1.62 105A (’35) 99 5.1 5.1 
Southern Railway Dev. & Gen. 6s, 1956. 133.8 1,51 ees 112 6.4 5.2 
Chic. & W, Indiana Ist Ref. 5%s, 1962. 49.9 x 105 105 5.2 5.2 
N. ¥., Chic. & St. L. Ref. 54%s, 1974.(a) 58.8 1,60 105 105 5.2 5.2 
Missouri Pacific lst & Ref. 5s, 1977.(a) 94.6 1.35 105A 94 5.3 5.3 
Nor’n Pacific Ref. & Impr. 6s, 2047.(a) 165.6 2.12 110 (’36) 118 5.3 5.3 
Carolina, Clinchfield & Ohio 1st & Cons. 

OR ROU a riches oss ccessades Maken s (b) 14.2 x 107%T 108 5.6 5.4 
Balt. & Ohio Ref. & Gen. 6s, 1995..(a) 285.3 1.64 107%A (’34) 110 5.5 5.5 
Central of Georgia Ref. 5%s, 1959...... 30.9 1.389 105A (’34) 99 5.6 5.6 

Public Utilities 

Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 2.26¢ 105T 103 4.9 4.7 
Utah Power & Light Ist 5s, 1944..... para 2.83f 105 102 4.9 4.8 
Consol. Gas of N, Y. Deb. 5%s, 1945.(a) 191.1 6.51 106T 106 5.2 4.9 
Indiana Natural Gas & Oil Ref. 5s, 1986 .... 2.87t Soma 100 5.0 5.0 
Montana Power Deb. 5s, 1962....... (a) 383.3 3.14t 105T 100 5.0 6.0 
Hudson & Manh’n Ist Ref. 5s, 1957. .(b) 5.9 1,53 105 100 5.0 5.0 
Columbia Gas & Elec. Deb. 5s, 1952.... —.... 3.27 105T 99 6.1 5.1 
Arkansas Power & Lt. Ist & Ref. 5s, 

Tea inven sess pio uaeb ceapan ) 2.0 2.45t 105 ae 5.2 5.2 
Detroit Edison Ist & Ref. 6s, 1940...(b) 14.0 3.27 107%T 105 5.7 6.3 
Northern Ohio Tr. & Lt. Gen’l & Ref. 6s, 

SE a edie vukiecsich esas mankuns (a) 8.4 2.20t 110 106 5.7 5.4 
Amer, W. Wks. & El. Deb. 6s, 1975.(a) 12.7 1.42 110 105 5.7 5.7 
New Orleans P. 8, Ist & Ref. A 5s, 

BE AKO. Cadence da) seinen vows 9.7 1.82t 104 90 5.6 5.8 
United Lt. & Rys. Ist Cons. A 6s, 

BE iccsidastwhnas sunetrcaee seboks p aKa 1.46 (N) 101 5.9 5.9 
Standard Gas & Elec. 6s, 1985 ......... 432.2 1.60t 108 100 6.0 6.0 
Standard Gas & Elec. 6s, 1966....... (b) 482.2 1,60t 105T 98 6.1 6.1 
Cities Service Pr.“& Lt. Deb. 5%s, 1952 104.4 1,53f 105 83 6.6 7.0 

Industrials 
Midvale Steel & Ord. Conv. Coll. 5s, 

DeVoe Cbs be oskwense esa eveee« oe 4,34 105 103 4.9 4.4 
Gulf Of) Deb, Ge, 1987. ...cecceescee (ec) .... I9,08F 104AT 104 4.8 4.6 
Allis Chalmers Deb. 5s, 1987........ galeria’ 6.29t 108T 102 4.9 4.6 
Youngstown Sh. & Tube Ist 5s, 1878.(a) .... 2.93 105T 102 4.9 4.9 
Sinclair Pipe Line 5s, 1942.......... (a) 6.338t 103 100 5.0 5.0 
National Dairy Prod. Deb. 5%s, '48.(a) eae 105T 101 5.2 5.2 
Purity Bakeries 5s, 1948.............+. 0.6 7.74 103% 96 5.2 5.4 
Chile Copper Deb. 5s, 1947...... a ices. Se 102T 95 5.3 5.4 
Amer. Cyanamid Deb. 5s, 1942 0.38 10.68f 100 95 5.3 5.6 
International Match Deb, 5s, 1947...(a) .... 981¢  109H 92 5.4 5.8 

Short Terms 
Humble Oil & Ref. Deb. 5%s, '32....(b) .... 18.59¢ 102%A 102% 5.4 3.8 
Smith (A. 0.) Ist S. F. 6%s, 1983..(a) .... 34.45F 101T 103 6.3 5.2 
Middle West Utilities 5s, 1983.......... 881.6 1.39F 101% 98 6.1 6.0 
Convertible Bonds 
Atch., Top. & 8. F. Deb. 4%s, '48..Com.@166,6 3,77 102 121 3.7 2.9 

. ¥.. W. H. & Hart. Gs, °48...... Com.@100 1.92 ‘ahs 117 5.1 4.6 
Baltimore & Ohio Conv. 4%s, '60....Com.@120(h) 1.64 105 97 4.6 4.7 
Texas Corp. 5s, 1944..........-.+.+. Som.@70 18.08¢ 102T 100 5.0 5.0 
Chesapeake Corp. Col, Tr. 5s, °47...C.&0.@106 2.84f 100 100 5.0 5.0 
Chic., Rock Island & Pac. 4%s, 1960. ...... 1.58 105 (’36)T 90 5.0 5.2 
Inter’l Tel. & Tel. Deb. 4%s, '89...Com.@63.9 3.07F 102% 95 4.7 5.2 
Amer, Inter’l Corp. Deb. 5%s, °49...Com.@80 1,49f 105 93 5.9 6.1 
Utilities Pwr. & Lt. 5s,'59, w.w. (L) ...... 1.62+ 105T 714 6.8 7.1 
Assoc. Gas & El. Conv. 4%s, °49 (K) ...... 1.69¢ 103T 68 6.6 7.8 


All bonds are in $1,000 denominations only, except (a) lowest denomination $500, 
(b) $100. *On total funded debt. 

A—Callable as a whole only. T—Callable at gradually lower prices. X—Guaranteed 
by proprietary companies. (c) Listed on New York Curb. (a) Available over-the-counter. 
th) Convertible after February 1, 1931. (K) Convert. into 17% shares of Class ‘‘A’”’ stock. 

“B’’ (v, t. o.), and 3% shs. Common to 


L ht 7 shs, Class ‘‘A,’’ 3% shs 
ee are ae ke ae > 4 + On basis of 1929 earnings. 


2-92-84 @ $577.50 for the unit. (N) Not callable until 1948. 
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Who Owns the Railroads? — 
The Public | 


Recent Report to Congress Shows Passing of Family 
Ownership and the Rise of Holding Companies— 
Will the Latter Be Controlled by the I. C. C.? 


By Prerce H. Futton 


66 HO owns the railroads?” This is 
something everyone vitally inter- 
ested in them has wanted to know, 

in some cases for at least 30 years, but more 
particularly since the springing up, in the 
last few years, of railroad holding companies, 
investment trusts, stock trading companies, 
foundations, educational boards, etc. No one 
has been able to give a convincing answer be- 
cause the necessary official data were not 
available. 

Thanks to the Committee on Interstate 
and Foreign Commerce of the House of 
Representatives at Washington, of which 
James S. Parker of New York is chairman, 
and his strikingly able corps of experts, 
under the direction of Dr. Walter M. W. 

Splawn, we now have, not only the answer, 

but all the information that any reasonable 
student of railroads could possibly ask for. 

It is to be found in a “Report on Regula- 
tion of Stock Ownership in Railroads,” three 
closely printed volumes of 1,742 pages, with 
numerous charts and maps, submitted to the 
House, February 20, 1931. 

As the report will be available to only the merest hand- 
ful of the great body of stockholders in American railroads, 
and in any case would require a vast amount of study to 
get a comprehensive grasp of the wide field which it covers 
with respect to railroad ownership for control, this 
publication is giving to its readers the salient features in 
the clearest and most concise form possible, having es- 
pecially in mind the probable effect upon the market for 
railroad shares of the disclosures relative to ownership of 
railroad stocks, and the outlook for railroad holding com- 
panies. 


Passing of Family Control 


In the earlier past ‘of the 30-year period to which we 
have referred, it was pretty generally assumed that a few 
wealthy individuals and their bankers owned control of the 
American railroads. It was true that railroad ownership 
and control were in far fewer hands then than now, or in 
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recent years. For instance, when the 
Northern Securities Co., which for about 
three years only, held control of Great 
Northern and Northern Pacific, was required 
by a decision of the U. S. Supreme Court 
to divest itself of the shares of those two 
companies, it was necessary to hand back less 
‘than 2,000 certificates in the case of each 
company. Most of them were for thousands 
of shares, of which James J. Hill and a few 
close business associates were the principal 
owners. In the unscrambling of the Great 
Northern Pacific Railway Co., which is 
going on right now, it is found necessary to 
produce 35,000 or more certificates for the 
stockholders of each company. By far the 
greater number of these certificates represent 
small amounts. This single illustration gives 
a vivid idea of the wide distribution of rail- 
road shares, as well as the increase in the 
number, that has taken place in about a 
quarter of a century. 
With the tremendous increase in the 
wealth of a few prominent families, it had 
been rather popularly assumed that they: owned control of 
at least the railroads with which their names have been 
closely associated for years, in most instances, and also 
that they and their bankers were in virtual control of 
pretty much all the important railroads of the United States. 

With the coming, a few years ago, of the railroad hold: 
ing company, investment trust, stock trading company. 
educational board and foundation, established by men of 
great wealth, it was assumed that these organizations held 
an extremely important part of the total volume of railroad 
stocks outstanding. For years it has been claimed that the 
leading financial institutions in Wall Street at least held 
control of the railroads, if they actually did not own 
enough stock to represent legal control. 

All these illusions are dispelled in the report of Rep- 
resentative Parker's committee. To the momentous ques 
tion, “Who owns the railroads?”, so many times pro 
pounded, it may be stated on the authority of that docu- 
ment, that it is the American people. As of December 31, 
1929, 160 Class I railroads had 840,000 stockholders. 
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Chairman Parker said in presenting his report to Congress, 
“The ownership of American railway stocks is in the hands 


of a multitude of American citizens. Nearly a million 
people own the voting stock of our railroads.” 

As for ownership of voting control by families the data 
in the report are especially striking. For instance, the 
Vanderbilts had been spoken of for 50 years—ever since 
the original Commodore Vanderbilt, with his oft-quoted 
“public be damned” policy—as owning control of New 
York Central. As of December 31, 1929, all the surviving 
members of that family together held only 268,663 shares, 
4.789 of the total voting power. They owned 16.94% of 
Pittsburgh & Lake Erie and 7.58% of Lackawanna. 

George F. Baker, “Dean of Wall Street Bankers,” and 
one of the richest men in the world, together with his son 
George F., Jr., held only 4.09% of the voting control of 
New York Central and 10.27% of Lackawanna. 

While Arthur Curtiss James, reported to be the largest 
single owner of railroad stocks in this or any other country, 
together with his wife, owned 349,790 shares of Western 
Pacific, 60.89% of the outstanding stock, they held only 


who has given millions upon millions to Yale, Harvard and 
to many other institutions, and who owned 67,000 shares 
of New York Central alone, did not hold as much as 2% 
of the total voting power in the stocks of any one of the 7 
railroads listed under his name, except in “Nickel Plate,” 
where it was 2.50% and in Pittsburgh & Lake Erie, 2.01%. 
The Widener family of Philadelphia of which P. A. B. 
Widener, traction magnate in that city, New York and 
Newark, N. J., was the head 25 years ago, owned 4.16% 
of the voting power of Reading and 2.11% of Jersey 
Central.. In no other case did its holdings reach 1%. 
John D. Rockefeller, father and son, and the Gould 
family, were not even included in the list of notably 
prominent and extremely wealthy families as owning large 
amounts of railroad stocks. The Rockefellers never were 
successful in their ownership of their rail shares and sold 
most of them some years ago and put their money again 
in their first love, those of the various Standard Oil com- 
panies. The Goulds have either sold or allowed to slip 
away the railroad stocks left by the original Jay Gould, 
railroad wrecker, which constituted a veritable empire of 
railroads. 



























































36.60% of the voting 
power. Although they J. P. Morgan & Co. 
ie over 52,000 shares long had been regarded as 
of both Northern Pacific Railr ° ° the leading railroad 
oad Holding of Family Groups g 
and Great Northern and d & J P bankers. of the world. 
51,000 shares of Southern Vanderbilt Family Mr. Parker’s report shows 
Pacific, in no case did the Pc, of Pe. of Voting that that firm headed the 
vast number of shares ce ok e-elaitaen sos god list of prominent financial 
represent more than 146,295 Pitts, & Lake So siaica st « 16,94 institutions in New York 
2.13% of the voting $4,858 Ch. & N. W. Pid. .........e0eceeeee 15.34 1.90 City, closely connected 
power of any one of the 28,000 Ch, & N. W. Com..........+....eees 1.77 1.55 with the railroads, and 
companies. o . z at J te eek on wes oe eR ES ae a held $112,093,737 (par 
The Harriman family 4268 U. P. WRG octet SohSiace cae 0.43 0.13 value) of railroad stocks. 
owned 36,340 shares of But it was only 1.38% of 
Union Pacific, mostly Baker Family the total voting power of 
handed down by the late di Taof ..Savet aee the outstanding shares of 
E. H. Harriman, but it nol aR ER ee 10.97 10.87 the railroads involved. 
was only 1.13% of the NE BR. Hi Weoieasxtese. arpastesssn von 4.09 4.09 Altogether, 5 large banks 
total voting power. In 2 A rrrert Te 0.85 0.85 and trust companies and 
if of no other stock eo ag tang ere wg wie wha pes 44'S NO WR a oes ried pene 8 prominent investment 
ist : . F . Lb Sesmedeopocceehgecccccsbboce . 5 : ° ° : 
a ed for that family did GF Gi Bi. Oe écscnvebecsc000--s 0.41 0.28 banking firms in this city 
e ownership stand for as i held only 5.08% of that 
much as 2%, except in Harriman. Family power. 
“ated Pacific, where it ae Po. of Po. of Voting In view of the fore- 
Was - 7 c res ssue ower 
Tandy SH ih CR cdl Rein... 1.68 1.18 (Please turn to 
. Harkness, GID Wi. BOs. eadecereecssvess 00. 2.92 0.72 page 652) 
SOE Wei Bile Mike Bk cbs on od onees 1.17 0.80 
co 90,400 Tex. & Pac, OCom...ccsccccscccccsens 5,27 3.27 
In Holding Company Portfolios 
As of April 30, 1930 
Alleghany Corporation Pennroad Corporation 
Shares - Avg. per Share Investment see 
1,276,400 Ches. Corp. Com........--..-++. $54,261 wie oe a vaaunie ae 
106,100 Kan. City So. Com..............+ 95.189 WMS] emt Set 6 28. B B......... 100 
815,000 Erie Com, ......5.sissssserecees 60.00 BSCOROEP | 171BI0 Data). TedW Bs. 0s..0dcercnedsne sess 12,722,296 99 
647,800 Mo. Pac. Com. ......eeesseeeeeee 80.878 €6:008;188 | se0.00b Mew Maven 19.978.900 5 
283,500 Mo, Pac. Pid. .....e.0..--ee-00s 136.055 $1,908,080] sce cnn Pitts, & Ws Va. ...occcccccoQcces 37,898,100 73 
—_ MN Th, GR oes ss na senecnnvoess 130.918 $1,768,560| 109000 wat. Freight ...-..cecc.cccseecccce 2,400,000 100 
900 Pere Marg. Com. .........--++++: 159.872 7,838,125 : 7 Ge ta RR SRNR Ree Aap 
495,840 Pittston C0. ......0..scceseeeees 20.725 10,265,941 Tots ND LAUR OS,, ER memeNRD aah: AF SERN: 
Total investment in all stocks.............c.eseeeesees $216,030,944 Pennsylvania Co. 
Po. of 
Shares Book Value Control 
ie Chesapeake Corporation RM RRR. . cscicinistix, naene $43,551,208 30 
807,988 Avg. per Share Investment| 957000 New Haven Com. ............-.-0+5 44,625,000 22 
1985 ©, & O. Com. ...........-s eee eee $164,805 $183,152,522 | 912.900 Wab. Pfd. A ...........ceceeeeeeees 83,088,854 
seam ©. & O. Phd. .......--.- sees eeeee 229.57 €6,118 | 969,900 Wab. Com. ...........00ceeceeeeees 29,958,195 ba 
‘500 Pere Marq. Com. ............-.. 178.962 4,788,959 | 99.500 Det, Un. Dep. .....-..-.2--0--0ee0es 2,250,000 100 
Total investment in all companias.............-...+00% $138,002 ,509 Fotal shares owned 1,462,185, with book value of $156,268,088. 
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Mid-Western Utility Goes East | 


Huge Natural Gas Markets in Thickly Populated 
and Highly Industrialized Eastern Seaboard 
Region Induce System to Extend 


in the highly industrialized east- 
ern part of the country is being 
made by the Columbia Gas & Electric 
Corp. The expansion program as re- 
vealed through acquisitions and con- 
struction in recent years as yet indicates 
only the skeleton of a much vaster 
project which will probably be the 
eventual outcome of the present expan- 
sion policy. And tending to support 
this viewpoint is the affiliation effected 
last year with four of the largest and 
most important utility systems in this 
territory through the United Corp. 
which acquired a large block of the 
common shares of Columbia Gas & 
Electric Corp. The announcement in 
recent weeks that natural gas service 
has been inaugurated through the sys- 
tem’s newly constructed pipe line to 
Washington, D. C., and a short time 
previously to York, Pa., heralds the 
new era in the affairs of the company, 
and this year similar service to other 
important cities in the eastern terri- 
tory is expected. 
Columbia Gas & Electric Corp. has 
long been engaged 


\ BID to develop a super-gas project 


By Francis C. FULLERTON 


profitable to exploit the product on a 
large commercial scale over a wide 
area. Because of Columbia Gas & 
Electric Corp.’s already established 
position in the eastern territory as well 
as the commanding position in most of 
the important producing fields in the 
northern Appalachian region which are 
available as a source of supply, the sys- 
tem is the most logical candidate to de- 
velop a network of pipe lines to sup- 
ply the rich consuming markets in the 
highly industrialized territory of the 
East, not now receiving natural gas. 


Reinforcing Natural Gas Reserves 


The invasion of the eastern seaboard 
and the development of a super-gas 
project in this territory will of course 
involve the expenditure of large 
amounts of money, the returns on 
which will not be fully realized in the 
beginning. A drop in earning power 
in relation to capitalization, therefore, 
during this development period is not 
particularly significant because this is 
only temporary. 


Eastward 


To fulfill the scope of super-gas, 
large investments are necessary in a 
network of pipe lines and in natural 
gas field reserves and the company is 
currently making these expenditures. 

The large reserve gas fields already 
owned or controlled by the system were 
further augmented last year through 
the acquisition of additional acreage. 
At the close of 1929, the producing 
and reserve gas fields covered areas ag’ 
gregating more than 5,900,000 acres in 
West Virginia, Kentucky, Ohio, Penn- 
sylvania, and New. York., or practically 
in all the important gas fields in the 
northern Appalachian region. Most of 
the company’s acreage constitutes a re- 
serve for future use to provide addi- 
tional supplies as needed. At the end 
of 1929 only 14% of the total con- 
trolled acreage was producing the sys 
tem’s requirements at that time. 

Extension of the system’s interest in 
natural gas outside the eastern region 
was accomplished late in 1930 through 
the acquisition by an affiliate, Columbia 
Oil & Gasoline Corp., of practically a 
half interest in the Panhandle Eastern 
Pipe Line Co. This 
latter company has 





in the natural gas 





business, but until 
comparatively re- 
cently has confined 
its operations to an 
area in the prox- 
imity of the source 
of supply. The 
advent of high 
pressure steel pipe, 
however, has made 
it economically fea- 
sible to transport 
natural gas for 
long distances so 
that it has become 








Five-Year Record of Columbia Gas & Electric Corp. 


Net After Net 
Taxes, Depreciation 
and Depletion 


$32,361,565 
36,976,268 
40,207,134 
36,806,578 
$1,355,553 
$2,177,208 


Gross 
Revenues 


$96,129,808 
100,328,875 
115,150,313 
107,195,658 
96,756,479 
92,119,615 





for Common 
Stock 

$22,869,743 
26,409,665 
26,409,665 
23,497,864 
17,798,215 
10,759,818 
* Excluding gross of Columbia Oil & Gas Corp., formed in 1980 to segregate oil 

and gasoline properties. 
** Includes properties now owned by Oolumbia Oil & Gas Oorp. 


large gas reserves 
in the principal 
fields of Texas, 
Oklahoma and 
Kansas, and has 
engaged in the 
construction of a 
pipe line from 
Amarillo in the 
Panhandle field of 
Texas through 
Oklahoma, Kansas, 
Missouri, and IIli- 
nois to the Indiana 
state line which is 


_ Earned 
per Share 
Common 
$1.76 
3.12 
8,12 
2.79 
2.11 
2.77 
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expected to be completed in the Spring 
of this year. Arrangements have been 
made for the purchase of substantial 
supply of natural gas from this pipe 
line by subsidiaries of Columbia Gas & 
Flectric Corp. The system is thus af- 
forded the great protection of added 
resources from the vast fields of the 
southwest as a suppleniental source of 
supply for the ambitious expansion pro- 
being carried out. 

In making available to the eastern 
aboard territory its great natural gas 
resources, Columbia Gas & Electric 
Corp. has acquired a number of local 
distributing systems, but in most cases 
the gas will be sold wholesale to the gas 
distributing company already estab- 
lished there, or to large industrial en- 
terprises. The local gas company gen- 
erally mixes the 








plement the southern Pennsylvania 
lines. This new line will also supply 
the intervening territory in West Vir- 
ginia, Virginia and Maryland. 


Huge Market on Eastern Seaboard 


A tremendous market exists in this 
highly industrialized and thickly popu- 
lated region which the Columbia sys- 
tem is entering, and in the development 
of this market the affiliation through 
the United Corp. with the four big sys- 
tems already operating in this territory, 
namely Consolidated Gas of New 
York, Public Service of New Jersey, 
United Gas Improvement including the 
Philadelphia Gas Works, and Niagara 
Hudson Power, will no doubt be 
utilized. These four systems alone at 





tween and in the territory adjacent to 
these two cities are also served. 
Revenues of the system will only 
gradually reflect the expansion program 
undertaken, but during 1931 this 
should make itself increasingly mani- 
fest. During 1930, however, this fac- 
tor was practically negligent. The 
gross earnings of the system for this 
latter year were $96,129,808 a decline 
of 4.2% from 1929 when $100,328,875 
was reported. These figures exclude 
the earnings of the properties now com- 
prising the Columbia Oil & Gasoline 
Corp. which were segregated from the 
system in the early part of 1930. Ex- 
penses and taxes increased slightly so 
that operating income (after deprecia- 
tion and depletion) were down almost 
11Y%4% to $32,361,565. The balance 
for the common 
' stock after all 





natural gas with 
its own manufac- 
tured gas increas- 
ing thereby the 
heating value of ve 
the latter” Thus, 
the newly inaugu- 
rated natural gas 
service to Wash- 
ington, D. C., in- 
volves wholesale 
contracts with the 
Washington Gas 
light and the 
Georgetown Gas 
Light companies, 
who mix it with 
thir own prod- 
uct and serve it e 
to their cus 
tomers. 

The accom- 
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charges amounted 
to $22,869,743 
against $26,409,- 
665 in 1929 ora 
decline of 13.4%. 
The earnings per 
share on the com- - 
mon stock in the 
respective periods 
was $1.76 on 11, 


7 gee. 684,220 no par 


shares in 1930 
against $3.12 on 
8,477,224 shares 
in 1929, 

5 The decrease 1n 
Corp. revenues in 1930 
were of course at- 
tributable to the 
severe decline in 
business, particu- 
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larly as a con- 





panying map 
gives an idea of 
the future scope of the Columbia Gas 
® Electric system. Two lines now ex- 
tend from the gas fields in the western 
part of Pennsylvania and West 
Virginia to the seaboard, one located 
in the southern part of Pennsyl- 
vania and reaching to Philadelphia 
and the other extends through New 
York State down through the north- 
em part of New Jersey to Gar- 
feld. Most of this latter line was ac- 
quired in 1928, and although it was 
formerly used by the New York Transit 
Co. for the transportation of oil, the 
pipe line can readily be used for the 
transmission of gas and is now in use 
to Binghamton. It is probable that the 
line will be supplemented to increase 
capacity. A third line is planned, one 
section of which has already been com- 
pleted, namely from southern Pennsyl- 
vania to Washington, D. C. This 
line when completed is to extend from 
the gas fields in Kentucky and West 
Virginia to the seaboard and will sup- 
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the end of 1929 were serving more 
than 3,000,000 customers with 110,- 
934,000,000 cubic feet of gas which 
produced a total revenue in excess of 
$130,000,000.. With special industrial 
rates for large users and lower rates to 
domestic customers as a result of a 
natural and manufactured gas mixture 
permitting widespread use for house 
and water heating purposes, both the 
volume and the revenues should in- 
crease. Natural gas or a mixture will 
supplant other fuels as its ideal quali- 
ties are increasingly recognized. 

Aside from the gas operations of the 
Columbia system which now over- 
shadow all of its other activities, the 
electric business contributes an impor- 
tant part of the revenues. In 1929, 
for instance, while 611% of the gross 
was derived from gas, nearly 24% was 
derived from the electric department. 
The two chief cities supplied with elec- 
trig service are Cincinnati and Dayton, 
Ohio and many of the communities be- 


siderable part of 
the earnings is derived from sales 
of services to manufacturing operations. 
The sale of electricity to domestic cus- 
tomers actually increased 10% over 
1929, and domestic gas sales held their 
own. Industrial electric sales, on the 
other hand, ran below 1929, as did the 
sales of gas also. It is perhaps sig- 
nificant that while” gross revenues 
dropped, the operating expenses and 
taxes actually increased slightly, so that 
it is very likely when general business 
activity again recovers, all of the de- 
crease can be regained plus a consider- 
able amount of additional business 
without increasing expenses. This, of 
course, will have a very important bear- 
ing on the net earnings and the earn- 
ings per share on the common stock. 
Earnings last year were not sufficient 
to cover the $2 dividends paid out on 
the common stock, but the fact that 
this has not been reduced indicates the 
management's confidence with respect to 
(Please turn to page 650) 
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Among{the Low-Priced 
Shares | 


Some Sound Issues, Thoroughly Deflated, Are Now Selling at 
Figures which Offer the Opportunity to Secure Ample Diversifi- 
cation and Hold Promise of Subsequent Price Appreciation 


OT so very long ago during the 
reign of the “blue chip,” when 
rich men’s stocks were bought 

by bootblacks and elevator boys, low- 
priced issues were held in general scorn 
and looked upon with universal sus- 
Picion. It was commonly thought during 
this period, if a stock could be bought 
for less than a few hundred dollars a 
share, that this was prima facie evi- 
dence of unsoundness. Times, however, 
change. The low-priced field has now 
been widened by the addition of many 
chips,” which were once bluer than 
the Mediterranean is supposed to be 
and no prospective buyer of common 
stocks need feel either unduly alarmed 
or ashamed if he scans it for profitable 
investment mediums. No better evi- 
dence of the improvement in status of 
the low-priced stock can be found than 
the fact that reputable brokerage firms 
are now willing to carry on margin for 
their clients certain issues selling for 
less than $10 per share. This develop- 
ment has, of course, a corollary that 
many banks are also willing to lend 
money on such issues, as it is hardly 
conceivable that brokers would be 
either willing or able to tie up their 
own capital in such a manner. 


Advantage: of Low-Priced Shares 


_ Low-priced stocks have certain prac- 
tical advantages over the high-priced 
issues, many of which advantages are 
of particular significance during the 
present period of general deflation. 
They may be bought by persons of 
moderate means, who are enabled to 
diversify their investments in a man- 
ner otherwise impossible. Often a full 
hundred shares may be ht and if 
this be done, the additional charges for 
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trading in “odd lots” is avoided while, 
other things being equal, a hundred- 
share certificate makes better collateral 
than one representing a smaller num- 
ber. Then low-priced shares, due to 
the fact that they are usually well dis- 
tributed, have an excellent market, and 
tend to a small spread between the “bid 
and asked,” so that should it be neces- 
sary to sell hurriedly, this can be done 
easily and without that disappointment 
which exists when a similar transaction 
is carried out in a security having a 
wide spread between the selling price 
and the buying price. 


Profit Prospects 


Although not susceptible to proof, 
there exist considerable grounds for the 
belief that when a security sells at a low 
level it receives greater support perhaps 
than it justly deserves solely on account 
of its dollar cheapness. For this reason, 
in the event of a temporary general de- 
cline the purchaser of 100 shares of 
stock at $10 a share would probably 
show a smaller paper loss than the pur- 
chaser of 10 shares at $100 a share. 
Finally, one receives the impression 
from casual observation that a rise in 
price from $10 to $15 or from $20 to 
$30 a share is a much more common 
occurrence than a rise from $100 to 


$150 or from $200 to $300 a share— 


a 50% appreciation in all cases. 

The advantages of the low-priced 
stock are about to receive a very prac- 
tical test. A five-year fixed investment 
trust has recently been formed whose 
holdings are to be exclusively confined 
to listed stocks in the lower brackets. 
Shares in the trust will represent equi- 
ties in twenty-five companies whose 
stocks have recently sold around $20 a 


share and it was stated by the sponsors 
to be their belief that the low-priced 
shares would show the most rapid 
initial percentage appreciation in a 
period of general recovery. 


Necessary Discrimination 


Despite the strong case which may 
be built up for low-priced stocks 
against those selling at high levels, it 
must not be thought that this in itself 
represents a valid reason for buying 
such issues. Investments in the low- 
priced field must, of course, be selected 
with the same care as that given to any 
security purchase, be it a bond, pre 
ferred stock or common stock. The 
present low-priced field draws its ex: 
tensive membership from three sources. 
There are those which are selling for 
little because that is all they are worth 
—or will be worth, for that matter— 
and like the poor this group will be 
with us always. Then there are those 
whose humble station may be attributed 
to the fact that they have been “split 
up” so that they now represent no more 
than a fractional part of a high-priced 
unit. 

It appears impossible, however, to 
discover an example in this group 
where the general stock market decline 
has not proved of considerable assist: 
ance in the matter of the low price. 
Finally, there is that group which has 
just frankly seen better days. Their 
present condition is possibly due to 
misplaced enthusiasm on the part of the 
management, which resulted in over 
expansion and to correct which a perio 
of retrenchment and_ consolidation 1s 
necessary. They may be victims of the 
general depression eae no fault of 
their own. It may be that they were 
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glely and simply overboomed during 
the years 1928 and 1929 and are only 
now seeking levels commensurate with 
their value and prospects. Or possibly 
their present low price is due to a com- 
bination of all these circumstances. 
Whatever the cause, the fact remains 
that in the low-priced field there are 
to be found many stocks which have 
heen thoroughly deflated and in which 
definite merit is clearly discernible. 


Adams Express 


In the common stock of Adams Ex- 
ress Co. there is an instance of an ex- 
ceedingly high-priced issue now become 
a member of the low-priced field due to 
a “split-up” accentuated by the general 
decline in securities. In 1929 some 
paid as much as $750 a share for 
Adams Express while now, after a ten- 
forone exchange, a similar interest can 
be bought for about $22. The present 
low price brings an equity within reach 
of many for whom it would have been 
out of the question but a short time 
ago. Adams Express, as its name im- 
plies, was once engaged in the express 
business, although it now functions 
solely as an investment trust of the gen- 
eral management type. As of Decem- 
ber 31, 1930, the company reported 
that the asset value of its common 
stock, based upon the market prices as 
of that day, was $16.40 per share, 
which, it is calculated, had risen to 
some $20 a share by the end of Janu- 
ary. The present price of the common 
stock then is probably approximately 
equal to the actual market value of the 
assets behind it and the purchaser at 
these prices is paying little or nothing 
for the advantages of great diversifica- 
tion and skilled 





company controls 92% of the world’s 
nickel production, which doubtless 
affords the reason for the extreme price 
stability of the metal. Nickel which 
was once used almost solely for arma- 
ments has had a tremendously expanded 
industrial demand since the end of 
the World War and there now exist 
all kinds of corrosion resisting metals 
having a large nickel content. Despite 
the fact that International Nickel re- 
cently reduced its dividend rate from 
$1 a year to $0.60 and that estimated 
earnings for 1930 will barely cover 
even the lower rate, the company is 
unique with undoubted merit as a long 
term speculative investment. In the 
case of Commercial Solvents the com- 
mon stock was “split” ten-for-one in 
the Fall of 1929, having sold for as 
much as $700 a share and even though 
the present stock, commanding a price 
of about $18 a share, is really but the 
tenth part of a high-priced unit, the 
issue is obviously well deflated. The 
company which was originally engaged 
almost exclusively in the manufacture 
of “butanol,” a solvent for lacquers, 
has steadily widened the range of its 
activities and is now assuming the char- 
acteristics of a diversified “chemical” 
rather than a “specialty.” Earnings 
for the year 1930 were equal to $1.07 
per share of common stock which com- 
pares with $1.50 per share for the year 
1929. The present dividend rate is $1 
per share annually. 


Utility Holding Company 


Among those issues whose low price 
cannot be attributed to increases in 
capitalization there are many which, 
although they may be suffering tempo- 





rary embarrassments, undoubtedly pos- 
sess both intrinsic value and good 
future prospects. United Corp., for 
example, has built for itself a predomi- 
nent position in any future Eastern 
super power development, regardless of 
business depression or stock market 
slump. The company was formed in 
the beginning of 1°°9 and is generally 
supposed to be dominated by the house 
of Morgan. It has extensive holdings 
in United Gas Improvement Co., Pub- 
lic Service of New Jersey, Niagara 
Hudson Power, Commonwealth & 
Southern, and others. Net income for 
1930 amounted to $16,080,000, after 
interest, expenses and Federal Taxes, 
which after dividends on the preferred 
stock equalled $0.78 per share on 12,- 
360,531 shares of common stock. Divi- 
dends of $0.50 per share were paid last 
year. The common stock of United 
Corp. currently selling around $23 per 
share presents an interesting low-priced 
speculative opportunity but should an 
even lower-priced commitment be de- 
sired it is obtainable through purchase 
of the company’s warrants, which are 
listed on the New York Curb Ex- 
change. These options, now selling for 
about $10 each, evidence the perpetual 
right to purchase one share of common 
stock from the company at $27.50. 

For those desiring a low-priced 
speculation in the cigarette industry 
there is P. Lorillard Co. whose “Old 
Gold” advertisements must ,be familiar 
to almost everyone. Earnings for 1930 
equalled $1.47 per share of common 
stock, an excellent increase over the 
$0.28 per share reported for 1929. 
Even for an interest in banking, one 
need not go outside the low-priced 
listed stock field. Marine Midland 
Corp., a bank 
holding company, 
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Among the Low Priced Shares 


Per Share Per Share 
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(rate wirreheeeee 2.60 1.75E 1,00* 
AACE ey ee ara 1.37 1,22 1,20 
0.49 0.78 0.75 


L—Liquidating value Dec. 31. 
E—Estimated. 


A—Year ended Nov, 30, 1930. 
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The series of two articles which begins on page 605 gives a graphic and authoritative picture of what is 
going on in the various divisions of the retail industry. It is indicative of a trend toward a more favorable profit 
position among the most skillfully managed companies. In order to translate this into practical investment terms 
we have selected the companies for analytical discussion which we believe to be in the most favorable position. 
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Best & Co., Inc. 


Current Price Div. 


40 $2.00 


RGANIZED 
QO in July, 1924, 

under the 
laws of New York 
as successor to an 
old-established part- 
nership dating from 
1879, Best & Co., 
Inc., specializes in 
the retail of wo 
men’s and children’s 
apparel and has ac- 
quired an enviable reputation for good, sound quality mer- 
chandise among its well-to-do clientele. The company’s main 
store, to which three floors were added in 1928, is located on 
Fifth Avenue in the heart of the New York shopping dis- 
trict, while resort shops are operated at Palm Beach, Florida, 
and Southampton, Long Island. In addition, the company 
carrying out a recently inaugurated expansion program 
has commenced to establish branches throughout the 
fashionable metropolitan suburbs. The basis for this 
expansion was the belief that the public, given the oppor- 
tunity, would much prefer to shop in their own home towns 
rather than face the trying traffic conditions existent in 
New York City and that even if the business actually done 
by the suburban stores failed to reach expectations, they 
would have nevertheless an inestimable advertising value. 
That the management's contentions have been well founded, 
is amply borne out by the results already attained by such 
branches in Garden City, Long Island and Mamaroneck, 
Westchester County, N. Y., despite the fact that Best & 
Co. was unfortunate in commencing its expansion simul- 
taneously with the security market debacle and the begin- 
ning of a world-wide general depression. Others are 
planned, but it is a characteristic of the company’s manage- 
ment that before undertaking any expansion a thorough 
survey shall be made and all the possibilities and contingen- 
cies carefully weighed. No new financing has been under- 
taken to offset the extraordinary expenses incidental to the 
company's growth. 

e capitalization of Best & Co., Inc., consists of 2,261 
shares of 6% cumulative preferred stock of $100 par value, 
follow by 300,000 shares of no par common stock. The 
preferred stock, all of which is held by employees, is 
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peculiar insofar as dividends up to 8% annually may be 
declared at the discretion of the directors. There is no 
funded debt but the company has a mortgage of $950,000 
which falls due on May 4 of this year on its property at 
374/380 Fifth Avenue. 

Net sales have shown a steady increase since 1923 even 
including last year which was a notably poor one for re- 
tailers generally. A similar steady upward climb in net 
income has been reported with the sole exception of the 
fiscal year ending January 31, 1931, when net was slightly 
under the record-breaking previous twelve months. Actual 
figures for these two periods are $1,265,438 this year and 
$1,279,261 last year, which, after dividends on the pre- 
ferred stock, equal to $4.15 and $4.20 per share of com: 
mon stock respectively. It may be stated in passing 
that the company’s margin of profit compares very 
favorably indeed with that of other large stores of a similar 
character. 

The present dividend rate on the common stock of Best 
& Co. is $2 per share per annum. This is equivalent to $4 
on the old stock—which paid $3—prior to the two for one 
“split” in 1929. At present prices then of $40 per share 
the yield is 5%, a return which may be taken as generous 
in view of the company’s record, excellent management and 
in consideration of the fact that in its expansion to date 
only the surface possibilities have been touched. 


= 





Jewel Tea Co., Inc. 


Current Price Div. 


35 $4.00 


E idea of sell- 
ing merchan- 
dise from wag- 


ons direct to the 

householder is no 

new one but it re- 

mained for Jewel 

Tea Co. to develop 

the business from a 

casual, slipshod, in- 5 

dividual enterprise orem 

into a highly or- 

ganized and profitable branch of industry. The company 
is mainly engaged in the retail distribution of groceries, 
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many of which are processed in its own plants and sold 
under its own trade name “Jewel.” The company’s trucks, 
modern and well-kept, have individual routes and call upon 
cheir customers every two weeks to deliver the merchandise 
sought on the previous visit and to take orders for that to 
be delivered on the next. The company operates on the 
“premium” system but in a characteristically novel manner. 
The premiums are all articles of good quality, in many cases 
nationally advertised house furnishings. These are advanced 
to the customer before anything is paid. There is no sav- 
ing of coupons and the cost of the premium is cancelled by 
asmall credit allowed the customer on each sale of groceries. 

Jewel Tea Co. has pursued but a moderate expansion 
program, evidently considering that it would be more profit- 
able to cultivate its business intensively rather than ex- 
tensively. There were 994 sales routes operated at the end 
of 1922 while the number operated at the end of 1930 had 
increased to only 1,280. Average weekly sales per route, 
however, from a low point of $198 in 1922 reached a high 
of nearly $278 in 1928, although the general depression of 
last year caused a decline to $240. About three-quarters 
of a million customers are served. 

Although the company’s growth was very considerable 
subsequent to its formation in 1899 with a capital of only 
$700, difficulties attributable to the war were such as to 
necessitate almost an entirely fresh start in 1918. Perhaps 
the best way to illustrate the complete rejuvenation which 
has taken place, is to say that the company’s 7% cumulative 
preferred stock which sold below $8 a share in 1920 was 
redeemed in the early part of 1929 at $125 a share with 
the dividend arrears, at one time amounting to $36.75, 
completely liquidated in cash. 

Last year the company moved its headquarters from 
Chicago to Barrington, about 32 miles to the northwest, 
where a new plant had been erected and around which 
there is to be a residential subdivision for employees. 

Mainly due to the lower selling prices for many articles, 
Jewel Tea reported a smaller sales volume for 1930 than 
was shown in the previous year—the first serious interrup- 
tien in sales growth since 1922. Despite the lower sales 
volume, however, net income of $1,705,000 set a new high 
reeord. This was equal to $6.09 a share on 280,000 shares 
of no par common stock, the company’s sole capitalization 
compared with $6.04 a share for the previous year. It is 
evident from these figures that the company has benefited 
from a wider profit margin induced by falling prices, 
although it is understood that general operating economies 
have also been effected. 

Dividend policies are generous. In 1930, in addition to 
the regular dividend of $3 the company declared two extras 
of $1 each, making the total disbursements for the year $5 


a share. Now, with a quarterly dividend of $1 declared 


payable April 15 the regular annual rate has been raised to 
$4 a share, which at 


F. W. Woolworth Co. 


Current Price Div. Yield 
63 $2.40 3:8% 


S the first of the chain stores and the originator of the 
A immensely profitable “5 and 10” idea, F. W. Wool- 

worth Co. has a certain individual distinction which 
no imitator has yet quite succeeded in duplicating. The 
enterprise from its inception as a kind of “glorified bargain 
counter” some fifty odd years ago has almost attained the 
status of a national 
institution patron- 
ized by rich and 
poor alike. Expan- 
sion has been con- 
tinuous and the 
present company 
which was _ incor- 
porated under the 
laws of New York 
in the Autumn of 
1911 has succeeded 
in reporting increased sales in every year of its existence 
with the sole exception of the generally disastrous 1930. 
Gross sales of domestic and Canadian subsidiaries totaled 
but $60,558,000 in 1912, whereas they amounted to $303,- 
047,000 and $289,289,000 in 1929 and 1930 respectively. 
This phenomenal growth has been financed entirely from 
earnings. Never once has the company offered securities to 
the public, neither has it ever raised additional capital from 
its stockholders by means of “rights.” 

As of December 31, last, F. W. Woolworth operated 
1881 stores in the United States, Canada and Cuba, an in- 
crease of 56 during the year. This increase was the smallest 
in a number of years and compares with 100 new outlets 
during 1929, 144 in 1928 and with an annual average in- 
crease over the last five years of slightly more than 91 new 
stores. At the end of last year there were also 428 Wool- 
worth stores in England and 60 in Germany. 

Despite the decline of 4%2% in the parent company’s 
sales during 1930, net income of $34,736,000 was but 
slightly more than 2!4% under that of 1929, indicating 
that the general decline in commodity prices was being re- 
flected in a wider profit margin. Operating economies 
assisted by the slower expansion program must also have 
tended to sustain net income. On the 9,750,000 shares of 
$10 par common stock outstanding 1930 earnings were 
equal to $3.56 per share against $3.66 per share reported 
for 1929. The company has neither funded debt nor pre- 
ferred stock outstanding, although purchase money mort- 
gages total $3,438,000. 

The 1930 annual report as usual indicated an exceedingly 
strong position. Cur- 
rent assets totaled 
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about $63 per share yields less than 4% on the annual divi- 
dend of $2.40 per share and despite the fact that the tend- 
ency to slower growth is distinctly evidenced, the com- 
pany’s record and impregnable financial position make it 
one of the most solid of our domestic common stocks. The 
present year commenced auspiciously with sales for January 
some 4'/,% more than the corresponding previous month, a 
fairly high base as it was not until May of last year that 
the ccmpany really began to feel the effects of the general 
depression. Over 50% of the increase was due to larger 
sales by stores operating last year under identical conditions 
and the president pointed out that this indicated a marked 
improvement in the trend of business. 
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Kroger Grocery & Baking Co. 


Current Price Div 


‘ Yield 
27 $1.00 


3.8% 


HE year 1930 

was distinctly 

one of re-ad- 
justment for Kroger 
Grocery & Baking 
Co., but the report 
for the full year in- 
dicated that the 
company has gone 
through this period 
in excellent fashion. 
Previous to this a 
policy of rapid expansion was undertaken, which while it 
greatly increased the number of units and the gross sales 
of the organization, nevertheless exposed some weak points 
which became more pronounced as the period of business 
depression became more intense. New management was 
installed who immediately set to work to strengthen the 
company through the elimination of the weaknesses. 

The 1930 volume of sales for Kroger (January 1, 1930, 
to January 3, 1931) amounted to $267,094,345 against 
$286,611,214 in 1929 but the decrease was due almost en- 
tirely to the smaller number of stores in operation. On 
January 3, 1931, there were 5,165 stores in the system or 
410 less than at the end of 1929. However, the dollar 
volume of sales per store, approximately $51,700, was 
almost the same for both periods but if allowance is made 
for the downward trend in prices in 1931, then it is evident 
that the actual or tonnage volume of sales increased. The 
net profit after expenses, taxes and depreciation was $2,- 
168,247 or $1.15 a share on the 1,813,486 no par shares of 
common stock outstanding at the end of the period which 
compares with $5,919,096 the year before equivalent to 
$3.37 on 1,725,726 common shares. 

Kroger is the second largest grocery chain in the country, 
operating in 16 states in the Middle West. A large part 
of the company’s expansion in recent years has been through 
the acquisition of chains and stores already established, 
and in following out this policy the company in many 
cases experienced difficulty in bringing the newly acquired 
properties in line especially where the standards were con- 
siderably lower than its own. Difficulties of this nature are 
only gradually overcome through the installation of its 
own methods and in training the personnel. Unprofitable 
units in a number, of instances were closed. The co- 
ordination of units has not been completed but the man- 
pa is working towards this end and results will prob- 
ably appear in future earnings reports. 

The establishment of combination food markets handling 
meats and produce in addition to groceries in place of the 
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smaller units handling only the latter is rapidly progressing 
About half of the Kroger units now have meat depart. 
ments, and most stores handle produce. Volume of busi- 
ness can be considerably increased without correspondingly 
increasing the expenses, and therefore resulting in greater 
profits. 

The company as of January 3, 1931, showed a satis. 
factory financial position, with current assets consisting 
of cash, accounts receivable, and merchandise standing at 
$27,993,050 while quick liabilities stood at $9,178,598 in. 
dicating working capital of $18,814,452 and a ratio of 
current assets to current liabilities of 3.3 to 1. With 
reference to dividends, the management has adopted a con- 
servative attitude paying currently at the rate of $1 per 
annum and abolishing the stock dividends payments pre. 
viously in vogue. At the recent price of 27, the stock 
yields no more than 3.8%, and while this is admittedly not 
an attractive return on an investment it is in some measure 
offset by the earning prospects of the company, which, in 
view of the new policy of intensive rather than extensive 
development afford the stock profit possibilities which 
should be materially enhanced as general conditions 
improve. 


-— 
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R. H. Macy & Co. 


Current Price Dividend 
98 $2.00 + 4% stock 


HE merchandis- 

ing policies of 

R. H. Macy & 
Co. are such that 
during a period of 
business depression 
there is an unmistak- 
able tendency for 
shoppers to patron- 
ize its business even j 
more than before be- , 
cause of a keener 
buying sense induced by hard times. While no official re 
port was as yet available at the ‘time of this writing, the 
preliminary estimates for the year ended January 31, 1931. 
will probably show a small gain in dollar volume over the 
previous fiscal period and this despite the lower prices pre 
vailing during the recent period. 

Total sales for the 1931 fiscal period are estimated at 
slightly under the $100,000,000 mark, a new high recor¢ 
and compares with the previous high figure of $98,688,487 
reported for the fiscal period ended February 1, 1930. These 
figures cover the Macy establishment in New York only 
and do not include the affiliated stores of L. Bamberger & 
Co. in Newark, N. J., La Salle & Koch in Toledo, Ohio, 
and the Davison-Paxon Co. in Atlanta, Ga. 

The total also indicates chiefly the adaptability and the 
success of the Macy management in holding and getting 
even more business, although regarding net earnings noth 
ing tangible is yet available. These probably will show a 
slight decline from last year. One reason for this is the 
declining prices which had to be met throughout the fiscal 
year. During the period, moreover, the company was en 
gaged in the erection of a large addition to its New York 
store covering practically the entire remainder of the block 
where its store is located, and which will be completed early 
in 1931. This new addition is being financed out of cur 
rent earnings, and in an expansion project of this sort ex 
traordinary expenses are usually incurred which are charged 
against the profits. The steady growth of Macy's business 
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makes necessary the additional facilities 
because present volume taxes existing 
space to capacity. 

Macy's pre-eminence among the 
world’s great department stores is based 
largely on its policy of strictly cash 
sales, the widely advertised practice of 
under-selling competitors, and intensive 
efforts to develop and maintain a high 
standard ‘of personnel. Its policy of. 
lower prices than elsewhere is no doubt 
particularly responsible for its gains in 
volume during years of depression. In 
1921, for instance, a year very similar 
to 1930 in that business was severely 
depressed, Macy registered a large in- 
crease in gross, although net dropped 
under that of the year before. In sub- 
sequent years, the company steadily 
continued its gains and there is no rea- 
son apparent now why it should not 
continue so into the future. 

The total sales including its affliated 
stores in the February 1, 1930, fiscal 
period amounted to $150,267,707. The 
net earnings, including proportion of 
profits or losses of affiliated stores, 
amounted to $9,366,324 equivalent to 
$6.70 a share on 1,304,010 shares of 
common stock then outstanding. In 
the 1929 fiscal period earnings amounted 
to $6.86 on 1,102,500 shares. R. H. 
Macy & Co. has no other capital ob- 
ligation outstanding besides the com- 
mon stock, although the wholly-owned 
afiliate, L. Bamberger & Co., has out- 
standing $5,700,000 mortgage bonds 
and as of February 1, 1930, 96,716 
shares of 6!/2% preferred stock of $100 
par value, redeemable at the rate of 
3% annually. 

Macy common stock, available at 
about 98, represents an _ attractive 
equity in a sound and well-managed 
merchandising company. The con- 
servatism of the company is shown in 
its dividend policy—now distributing 
at the rate of $2 annually plus 4% in 
stock, the latter representing in part the 
earnings steadily plowed back into the 
properties. 


_ 
> 





Sears, Roebuck & Co. 


Yield 
8.3% 


Recent Price Div. 
58 $2.50 
+ 4% stock 


ONDUCTING the largest mer- 
chandising business in the coun- 
try, Sears, Roebuck & Co. 
naturally felt the full effects of de- 
pressed business conditions during 
1930, but to the credit of the manage- 
ment who are fully aware of the com- 
Panys position during such a trying 
period, the sails were reefed accordingly 
and the company came through in a 
(Please turn to page 652) 
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Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue’ over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate -—Earned $ per Share—. 
$ per Share 


4 (N) 
4 (N) 
5 (N) 
4 (MN) 


Norfolk & Western 

Union Pacific 

Atchison, Top. & 8. Fe 
Baltimore & Ohio 

Tilinois Central Conv. A 
Pere Marquette Prior 
Colorado & Southern 2nd 

N. ¥., New Haven & Hart.... 
Southern Railway 

Kansas City Southern 
Colorado & Southern Ist 

N. Y., Chicago & St. Louis.... 
OChic., Rock Island & Pac. (5% 


7 (0) 
6 (MN) 
4 (MN) 
4 (my) 
6 (0) 


Public 


Public Service of New Jersey. 8 (C) 
So. California Edison ‘‘B’’ 

North American Co 

Pacific Gas & Elec. Ist 

Philadelphia Co. 

Columbia Gas & Electric ‘‘A’’ 

Amer, Lt. & Traction 

Elec, Bond & Share 

North Amer. Edison 

American Water Works & El.. 
National Pr. & Lt 

United Light & Power Conv... 6 (C) 
United Corp. 8 (C) 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 
Standard Gas & Electric 4 (0) 
Engineers Publ. Serv. (w. w.) 5% (C) 
Electric Power & Light 7 (C) 
Hudson & Man. R. R. Conv... 5 (N) 
Federal Light & Traction.... 6 (0) 


Redeem- 
1927 1928 1929 able 
188.40 1383.73 182,20 No 
89.85 46.32 49.48 No 
40.47 40.21 49.18 No 
38.44 49.44 48.87 No 
54.07 66.28 70.98 115 
64.08 15.60 55.50 100 
53.76 45.46 37.72 No 
22.06 84.40 45.47 115 
36,17 $2.11 980.21 100 
9.04 14.01 16.02 No 
57.76 49.45 41.72 No 
20.31 17.68 20.49 110 


22.49 23.60 102 


Utilities 
20.92 
wet 3.28 3.61 
$1.74 40,22 
3.49 4.24 4.57 
28.06 21,75 27.68 
25.42 - 30.78 33.95 
12.72 *°%*17.20 *%*21.38 
18.43 29.11 
59.15 58.98 
81,06 89,11 
45.38 60.22 
coum 15.42 
4.66 


§16.28 


63.49 
24,30 
88.06 


3.88 4.52 
16,76 14.07 
8.79 
17.00 
87.03 
49.98 


16.91 
40.70 
89.67 


Industrials 


du Pont (E. I.) de Nemours 
deb. 

Hershey Conv. 

Aluminum Co, 

Bethlehem Steel Corp 

Stand. Brands, Inc., Cum. A.. 

Mathieson Alkali Works 


Case (J. L.) Thresh. Mach.... 
Bucyrus-Erie 

Commerc. Investm. Trust Ist. 6% (C) 
Bush Terminal Buildings 7 (0) 
Deere B OO... ccrcccccsccccees 1,40 (0) 
Crucible Steel 


2,70 (0) 
C—Oumulative. 


unconditionally by Bush Terminal Co. 
rate, $4. 


N—Non-cumulative, 


69.06 
16.25 
14,04 
19.16 
123.40 
84,50 
85.27 
21.48 
62.81 
18.70 
32.59 
cece 39,34 
24.36 45.60 
$ 2 
5.15 5.90 9.64 No 
22.47 22.54 82.65 No 
7.97 14.60 15.40 No 
7.90 6.86 45 


§ Earned on all pfd. stocks. 
** Adjusted to basis of present stock. 


57.03 
10,26 
16.32 
125.84 
74.06 
44.12 
19,19 
67.82 


$8.43 


Recent Yield 
Price % 
92 
86 


99 
109 
122 


119 
118 
118 
114 

98 
115 
118 
102 
110 

21 
104 
103 

84 


t Guaranteed 
ft Regular 





























Market Indicators 














General American Tank Car 


Despite the excellent showing made 
by General American Tank Car for the 
year 1930 when earnings were equal to 
$8.03 per common share against $8.33 
for the previous year on a smaller num- 
ber of shares, investors have been 
alarmed by increasing pipe line activity, 
particularly in the transportation of 
gasoline. The recent report, however, 
that the company is to handle the 
transportation problems of Swift & Co., 
making the shipment of food products 
the most important part of its business, 
will do much to allay these fears. Gen- 
eral American Tank Car now operates, 
excluding the equipment used by the 
packing industry, about 40,000 cars of 
all types, from simple containers for 
milk and molasses to specially lined 
safety tanks for the shipping of cor- 
rosive chemicals and gases. 


* * # 


A New “Flivver’” Eight? 


For a year or more past there have 
existed persistent rumors, despite equal- 
ly persistent official denials, that the 
Ford Motor Co. was to introduce an 
eight-cylinder car to retail under 
$1,000. These rumors, it is under- 
stood, are now no longer denied and, 
although it may be just that the com- 
pany is tired of reiterating that the 
new “8” was merely the figment of 
some mewspaperman’s imagination, 
there appears to be increasingly sound 
grounds for believing that such a prod- 
uct will soon be seen on the road. Indeed, 
it is said that this would have already 
taken place but for the fact that “free- 
wheeling” was to be incorporated. Al- 
though Mr. Ford's efforts are always 
interesting from a purely engineering 
viewpoint and even the non-technical 
citizen can hardly escape them, it is 
with their effects upon the securities of 
other automobile manufacturers that 
we are here primarily interested. The 
public reception of the Model A was 
such as to leave no doubt of the tre- 


For Profit 


mendous “good-will” possessed by the 
Ford Co. and should the “8” become a 
fact there is every reason to suppose 
that it will be received with similar ac- 
claim. This would have far reaching ad- 
verse effects, not only upon Chevrolet 
and others in its class, but upon manu- 
facturers catering for a higher price 
field which have not heretofore been 
unfortunate enough to compete directly 
with the ubiquitous “Ford.” 
i ae 


Corporate Earnings 


Recent compilations showing cor- 
porate earnings in comparison with 
those of 1929, afford an interesting 
yardstick of the extent of the business 
depression last year. Although it must 
be admitted that the companies report- 
ing are for the most part the strongest 
units in the country and for this reason 
might be expected to do better than 
the average “little fellow,” it must be 
remembered that 1929 represents an ab- 
normally high base. Latest compilations 
of earnings of industrial corporations 
average about 35% under 1929, rail- 


- roads slightly more than this, while the 


public utilities were the star performers 
reporting net income but very slightly 
below the banner year. In regard to 
the latter class, however, the investor 
should note that the larger companies 
in the industry are expanding on an 
“exchange of shares” basis and that 
under these conditions net income will 
almost certainly show an_ increase, 
while per share earnings will almost as 
certainly decline. 
* * & 


Loose-Wiles Biscuit Co. 


Loose-Wiles Biscuit Co. for 
the twelve months ended December 31, 
1930, consolidated net income of $2,- 
466,000 after interest, depreciation, 
Federal taxes but including full year 
earnings of recent acquisitions. This 
was equivalent after dividends on the 
7% preferred stock to $4 per share on 
548,303 shares of common stock, out- 


standing at the end of the year and 
compares with earnings of $4.58 a 
share for 1929. This showing may be 
considered satisfactory in view of the 
fact that the company has had some 
difficult inventory problems with which 
to contend and that it has been pursv- 
ing a moderately extensive expansion 
program, a condition which is almost 
always detrimental for a time to per 
share earnings. With the consolidation 
of recent acquisitions, it is expected 
that the many other fundamentally 
favorable factors under which the com- 
pany is now operating will become of 
predominating importance and that the 
common stockholders will benefit in no 
inconsiderable manner. 


* * * 


Chesapeake Corp. 


Despite the present agitation in 
Congress to the end that railroad hold: 
ing companies shall be placed under the 
jurisdiction of the Interstate Commerce 
Commission and all that this implies in 
the way of restriction, an investment in 
Chesapeake Corp. has certain undeni- 
able attractions. This company through 
which the Van Sweringen brothers 
control the Chesapeake & Ohio Rail- 
way and which in turn is controlled by 
the Alleghany Corp., enables an inter 
est in C. & O. and other railroads to 
be obtained at a liberal discount from 
the price which would have to be paid 
should a corresponding purchase 
made in the open market. Chesapeake 
Corp. as of December 31, 1930, owned 
4,135,908 shares of Chesapeake & 
Ohio, 27,500 shares of Pere Marquette 
and 69,000 shares of Erie, giving 2 
break-up value some $12 a share 
greater than the current market price 
of $50. Net income last year after in 
terest and expenses was equivalent to 
$3.47 a share which compared with 
$2.61 a share shown for 1929. Divi 
dends are being maintained at the rate 
of $3 per share per annum. Should a 
stronger investment be desired Chesa- 
peake Corp. has outstanding an issue 
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The Stockholder 





and Income 


of convertible collateral trust bonds 
which are listed on the New York 
Stock Exchange. These bonds bear a 
5% coupon rate, are redeemable at 
$100 and are convertible at the option 
of the holder into the common stock of 
Chesapeake & Ohio Railway at a price 
which is now about $45 a share. In- 
sofar as the security behind these bonds 
is principally common stock of the C. 
& O. Railway, it is interesting to note 
that this road was among the few to 
report almost sustained earning power 
for the year 1930 and that at current 
prices of about $45 a share there is a 
market value of roughly $2,500 at the 
back of each $1,000 bond. 


s * * 


m8 


The Government in Business 


Insofar as it establishes a precedent 
for bureaucratical interference with 
that which until comparatively recent 
times was considered exclusively a field 
for private enterprise, the passage of 
the Muscle Shoals Bill by the Senate 
is of far-reaching importance to holders 
of public utility common stocks. The 
Bill calls for government operation of 
not only the power plants at Muscle 
Shoals but the transmission lines as 
well while should it not be possible to 
lease the nitrate plants the same agency 
will also enter the fertilizer business. 
The proponents of “government in 
business theory” might well take to 


heart recent statements of Edwin Gruhl . 


of the North American Co. which 
show that the government has spent 
$56,000,000 on the Wilson Dam at 
Muscle Shoals and that the return from 
the sale of power during the period 
September, 1925, to June, 1929, was 
$2,5 00,000, which after deducting op- 
erating expenses of $750,000, shows a 
return of less than 1% per annum on 
the investment. In addition, $68,000,- 
000 has been spent on nitrate plants 
which are now said to be completely 
obsolete. Although Muscle Shoals 
might have been justified as a war 
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measure, its “white elephant” char- 
acteristics have been yearly more ob- 
vious and, regardless as to whether or 
not the President vetos this particular 
bill, the movement toward utility con- 
trol is gaining momentum. It is then 
imperative that holders of public utility 
securities bestir themselves lest a blight 
similar to that suffered by the railroads 
fall upon their holdings. 


* * * 


The Tin Can Twins 


The annual reports for the year 1930 
of both leading producers of tin cans 
amply justify all the most favorable ex- 
pectations. It had been feared that the 
drought throughout the United States 
and the consequent impairment of 
crops would unfavorably affect the 
earnings of these two companies. Such, 
however, was not the case. American 
Can Co. earned $8.08 per share on its 
common stock, against $8.02 for 1929, 
while Continental Can Co. earned 
$5.04 as compared to $5.02. Both 
companies, despite the general depres- 
sion, continued to make heavy expendi- 
tures for new plant and plant improve- 
ment. American Can spent about 
$11,600,000 in this way during last 
year, while in the case of the smaller 
company the amount was about $4,- 
570,000. In their remarks to stock- 
holders, both companies struck a con- 
servatively optimistic note, which in 
view of the depression proof character- 
istics actually displayed was in refresh- 
ing moderation. 

* * * 


Gold 


The world is daily becoming more 
“gold conscious.” Eminent economists 
solemnly state that there is to be a gold 
shortage in the near future—France, 
operating some peculiar system of its 
own which runs contrary to the ac- 
cepted Central Bank Rate Theory, is 
attracting gold on a scale to cause 
voluble protest, particularly from 














London—The price of gold in relation. 
to other commodities has risen and 
almost every country in the world is 
struggling desperately with “stabiliza- 
tion,” although to no practical avail. 
It may well be under these conditions 
of a steadily increasing value for gold 
and the continually growing esteem in 
which the metal is held, that there 
exists a situation promising profit to 
the individual investor. Unfortunately, 
although gold mining is the most satis- 
factory of all occupations from some 
standpoints as there is no difficulty 
about the disposal of one’s entire out- 
put without quibble and inventory 
problems are unknown, there appears 
to exist few companies which can be 
rated as other than extremely specula- 
tive. If this be recognized and the 
risks accepted, however, a diversified 
investment in this industry has all the 
outside fundamentals necessary to a 
satisfactory outcome. Among the gold 
mining companies whose stocks are 
listed on the New York Stock Ex- 
change may be mentioned Alaska 
Juneau, Homestake and McIntyre 
Porcupine, while on the New York 
Curb Exchange there are Hollinger and 
Teck Hughes. 
* * * 


United Corp. 


When United Corp. started out last 
year to acquire a substantial interest ir 
Columbia Gas & Electric, the president 
stated that it was proposed to place 
the stock on a 75c dividend basis in 
1931. With the declaration of a quar- 
terly dividend of 1834c payable April 
1, United Corp. has fulfilled its implied 
promise and justified the high standing 
in which the company has always been 
held. From a low price of considerably 
under $15 a share the common stock of 
this company has now registered almost 
a 100% gain, but even at these levels 
it appears to represent an attractive 
long-term holding for those interested 
in “getting in on the ground floor” in 
any Eastern super-power development. 
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An Argument Against “Stock For 
Long Term Investment” 


An Interesting Rebuttal Based on 
an Investor's Personal Experience 


By H. A. FANcKBONER 


is probably the same story that hundreds of others 

could tell. We all—these hundreds of others and I 

—bought stocks of all kinds, because they were sky-rocket- 

ing, and perhaps also because everybody else was doing it. 
From the wreckage of that 


M’ own story of the collapse and my position in it 


actualities. From this clear-cut formation of understanding 
and knowledge, a well-defined plan for successful specula- 
tion has evolved itself. This plan is simply an outgrowth of 
my own thought, moving along the lines set forth in what I 
have been so fortunate as to find in the literature I have 
mentioned, and therefore, al- 
though the phraseology may be 





stock crash, I emerged consider- 





ably a sadder, if not then a 
wiser man. I had taken nothing 
on a margin, so I at least had 
my stock. I was very much 
like a shipwrecked refugee in a 
lifeboat. My stock was my life- 
boat. Those who had been sold 
out because of lack of proper 
margin were simply dumped out 
without even a life preserver. 
But I had a boat, and my first 
conscious thought was, what am 
I going to do now? It has never 

my nature to accept any- 
thing as a total loss. If I can't 
find anything else to make the 


invesiment. 


A great many comments have been received 
by this department from readers who have 
very definite views to express on both sides 
of the stock versus bond coniroversy. We 
have selected this article as an able presen- 
tation of the faction opposed to the prin- 
ciple of holding stocks for permanent 
It represents 
views of the author and should not be con- 
strued in the light of formal advices of this 
publication on the market outlook. 


that of a statement of facts, let 
it be remembered that it repre- 
sents only my own conclusions, 
and should be taken as such. 
However, I intend to follow 
them, myself. 

Strangely enough, the general 
principles had suggested them- 
selves to me at an early time 
when their application would 
have lifted me bodily, out of the 
impending catastrophe. I had 
noticed that there were times 
when the newspapers printed 
stories of crashes in stock prices, 
and then other times when their 


the personal 








account balance, I debit “Ex- 
perience,” and am fully satisfied 
with having gained something at least equal to, if not 
greater than, that which has been credited out. 

I determined to make the most of the small craft in which 
I found myself. These self-same stocks were to provide the 
means of self-rescue. True, they had shrunk to a fraction 
of their former value, but so had all the others. 

I had learned one great lesson, at least. That was, that 
to successfully speculate, one must know something about 
speculation! I had been content to accept the advice and 
opinions so freely expressed in the daily papers, in the 
broker's office, on the street, and what not. I had learned 
that this could not be depended upon. It was clear that 
the majority had been wrong—that a very few had been 
right. Come to think of it, those few were the really 
big fellows, too.. They must have known something that 
I and the rest didn’t know. I determined to find out all 
that could be found out about it! 

I picked up several books on the subject, and also began 
reading some of the financial magazines. This narrative is 
evidence that I'm sti’] reading them. What I have found 
out is the most simple. the most logical thing that one could 
hope for. It is the magic key to successful speculation, if 
one likes to think in terms of romance. Yet there is noth- 
ing magic about it. It is just good sense, founded upon 
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front pages blazed out with ac- 
counts of great advances in 
prices paid on the great stock exchanges. It occurred to 
me that if I could sell my securities during one of these 
periods of high prices, I might buy them back during a 
slump, and thus either obtain more of them for my money, 
or pocket some profits. 

Lack of real knowledge of the cyclical nature of the 
market, however, made me very hesitant. Furthermore, 
excellent counsel concerning long term investments had so 
impressed itself that I feared that if I sold these securities, 
I might never be able to buy them back again! Neverthe- 
less, a few little warning notes which found their way into 
the newspapers, gave birth to a strong urge to take all my 
securities over to the broker's office and convert them into 
cash. 

One of my good office associates scoffed at the move, and 
likewise, the customers’ man also advised me to “put it 
back in my safety deposit box and forget it—it was good 
stuff, and would go much higher still.” I did. 

One issue that I was particularly anxious to sell never 
recovered the ‘previous day's high, and was caught in the 
big crash, and finally landed at less than one-seventh of 
the price I might have realized that day! 

I recount all this because therein may be found the first 
general principle of successful speculation, namely, buy 
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when stocks are cheap, and sell when they are dear. 


It sounds simple, but in practice, it is difficult. It is - 


dificult because of the psychological conditions which 
always prevail at the particular times when the proper 
transactions should be consummated. 

When stocks should be bought, during periods of very 
low prices, business and employment are also at their worst. 
We have just passed through such a cycle. Confidence is 
then non-existant—nearly everyone is fearful of the future 
of business—few have the courage to invest their funds in 
business enterprises at such times, when there are frequent 
business failures, and plenty of industries operating at a 
loss. 

Likewise, when stocks should be sold, during seasons of 
high prices, few have the courage to let go of them. At 
such times, stock quotations are constantly rising, sometimes 
to almost unbelievable heights. Prosperity seems to domi- 
nate the very atmosphere, and then, if ever, it seems, is 
the time to keep stocks in industries and business which 
are making such impressive records. 

But as surely as spring and summer follow the winter, 
business recovery and prosperity will follow depression, 
and stock prices are usually the first to emerge from the 
preceding stagnation. And as surely as summer is suc- 
ceeded by fall and winter, so are the gay, prosperous 
periods of commercial and industrial activity and booming 
stock prices, inevitably followed by declining business, and 
crashing of security values. 

To play the game of speculation purely in the valleys 
of great depression, and on the hill-tops of great prosperity, 
is to lift it from the realm of gambling, and to place it in 
the category of good business. The dealer buys commodi- 
ties at low prices, and sells them at higher prices. The 
manufacturer buys raw materials at low prices, converts 
them into finished products, and sells those same materials, 
in their converted form, at much higher prices. The farmer 
buys his seed or raises it, at low cost, and after a season, he 
reaps and sells the product of that seed, at a higher price 
than he paid for it. Likewise, the intelligent speculator 
buys securities when they are low in price, and sells them 
when, in due time, their value is enhanced. 


But that is not the end of the story. Some stocks should ~ 


not be purchased, even when they seem cheap; even when 
all stocks are at a low level. Intelligent speculation re- 
quires a careful selection of stocks purchased, regardless 
of price. The price a stock sold for during the last boom 
in prices, or even last week, cannot be taken as a measure 
of its worth. 

No stock, regardless of its popularity, regardless of the 
favorable rumors about it; and regardless of its previous 
investigation of its worth. In reality, 
too much effort cannot be expended 


_ in this direction. Unfortunately, 


most people cannot spend the time 
necessary to thoroughly appraise a 
stock. For the small speculator, a 
reliable financial magazine will fur- 
nish plenty of dependable informa- 
tion concerning specific industries 
and their securities, and may be fol- 
lowed as a guide in the safe selection 
of stocks. These precautions are 
necessary because stocks and the in- 
dustries they represent, do not stand 
still. They are constantly changing 
—improving or otherwise. One 
must watch them. And this sug- 
Sests a word about “switching.” 

me speculators and _ investors 
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have a horror of “making paper losses real losses.” That 
is to say, after a stock has declined in value, they shrink 
from selling at the low figure. 

If one is caught in such a decline, and careful investiga- 
tion proves that the future of the stock appears unfavorable 
for reasons that appear permanent or threatening, he should 
“switch” under ordinary circumstances, especially if the 
general price level is low. If the general level is high, his 
best move would be to sell out, bank the money, and wait 
for a general depression. This is logical for two reasons; 
first, if the general level is high, the value of this stock 
is sure to drop still farther in the inevitable general decline 
that must come sooner or later. He should, therefore, sell 
it before the general drop does come. He should bank his 
money for the same reason—to await the more favorable 
buying levels. 

But if stocks are already generally low, he should im- 
mediately reinvest his funds, in order to benefit from the 
general rise that is sure to come. Reference is intended 
in all cases to the major swings of the market, which are 
also accompanied by similar great fluctuations in the general 
business situation. 

To those who “hate to take a loss,” let us put it this 
way. Wouldn't you be willing to trade impaired or worth- 
less securities, for safe, desirable ones of equal market 
value? “Switching” is nothing more nor less than this— 
disregarding the small commission involved. 


There: is one more problem that may perplex the eager 
speculator, in his analysis of this plan of “buying cheap 
and selling dear.’ What is he to do with his funds after 
“selling out” and waiting for a favorable buying period? 

The only answer I have ever seen to that is, put it in 
the bank and leave it there, and don’t touch it until you 
have reached the bottom of the next depression, as nearly 
as can be judged. 

Those who dislike to see their money idle may not like 
this idea, even in view of the great profits that must be 
theirs if they intelligently follow the proper method of 
buying and selling. There are many investors who can 
hardly tolerate idle money. The answer to their problem 
lies in good bonds. 

Strangely enough on the surface, but naturally enough 
when analyzed, the price of bonds just about “opposes” 
the price of stocks. When stock prices are booming, and 
money is being withdrawn from every possible source to be 
poured into the speculative market, bonds go begging. 
The result: low prices! But when the price of stocks has 
dropped into the depths, and timid speculators have sold 
out fearing a financial collapse, “good, sound” investments 
are sought, and they turn to bonds. Result: high prices! 

Thus it comes to pass that, when 
the time most suited to selling out 
common stocks arrives, the prices of 
bonds is at an attractive level. But 
it is well to wait until immediately 
after the stock crash before buying 
bonds, for their price also is likely 
to drop somewhat just at this time. 
Then invest your funds in sound 
bonds—at low prices. Then wait, 
and in the meantime, reap your cou- 
pon income. 

When, at last, the bottom of the 
stock decline has been reached— 
well along toward the beginning of 
a revival—possibly eight, ten or 
twelve months later—sell out the 
bonds at high prices, and buy stocks 

(Please turn to page 656) 


631 





Readers Ask for Information on 
Stock Exchange Practice 


Functions of the Specialist Brought Up for Discussion 


Readers’ Forum Editor : 

Your recent explanations and comments 
relative to financial terms in current use 
have been very interesting and helpful to 
me, and I am not exactly a newcomer in 
Wall Street either. I am going to put up 
a very difficult question to you. How 
would you explain the term “technical 

ition” as applied to the stock market. 
his term seems to be used by many differ- 
ent writers to mean different things and I 
would like to see some authoritative com- 
ment to clarify my own conception of the 
term, And if it ts not imposing on your 
good nature too much, could we have a 
simple explanation of what constitutes a 
market in a “strong technical position’? 


Very truly yours, 
H.N. U. 


The difficulty in answering your 
questions concerning the “technical 
position” phrase, lies iargely in the fact 
that the term is very loosely used, that 
it may be used with different meanings 
under different circumstances and, also, 
that all too frequently it is used both in 
financial writing and discussion merely 
to cover the confusion of the com- 
mentator. In the opinion of the writer 
the proper use of the term should be 
confined to market factors that are 
definitely related to the “technicalities” 
of buying and selling on the trading 
floor of the stock exchange. Stock 
prices are determined by the demand 
for stocks of present or potential buy- 
ers and the supply of present or poten- 
tial sellers. These may be said to rep- 
resent the fundamental influences upon 
security prices. The manner in which 
these two opposing influences of supply 
and demand are translated into buying 
and selling transactions on the floor of 
the exchange, however, would repre- 
sent the technical considerations of the 
stock market. The speculative activi- 
ties of both the non-professional traders 
and the pools are closely related to the 
“technicalities” of the stock market, be- 
cause their operations largely represent 
the supply of stock immediately avail- 
able for the purpose of making markets 
for stocks at a given moment. These 
“technicalities” in the making of mar- 
kets for stocks, account for the fact 
that stocks frequently sell at prices or 
experience price movements which have 
no definite relation to intrinsic value. 
The rather frequent incident of a stock 


632 


which advances upon the announce- 
ment of a dividend reduction is a sim- 
ple example of effect of technical in- 
fluences. It may be due to short cover- 
ing, willingness of traders to buy as 
soon as the “bad news” is out, the sup- 
port of a pool interested in making a 
market for the stock or some other rea- 
sons related to the technicalities of 
making a market for stocks. When 
technical factors are favorable for an 
advance in prices, the market is said to 
be in a “strong technical position.” 
Various factors considered likely to 
place a stock (or the general market) 
in a strong technical position would in- 
clude: a large short interest which 
would be forced to buy stocks to cover 
if prices advanced, heavy investment 
buying which would reduce the supply 
of stocks, accumulation by pools or 
banking sponsors of stocks, or a sudden 
drop in prices which would make stocks 
more attractive for new buyers and 
“shake out” weak holders. 


Functions of the Specialist 


Readers’ Forum Editor: 


Will you please throw some light for me 
on the practice of the specialist. As I un- 
derstand it all open orders placed with a 
broker are given to the specialist for execu- 
tion when the stock sells at the price speci- 
fied in the order. Does this not mean that 
the customer ts unrepresented by his broker 
when the order is executed? Furthermore, 
it is my understanding that the specialist 
has the privilege of buying and selling on 
his own account against orders placed on 
his books. That is to say, if I place an 
order to buy 100 shares of U. S. Steel at 
140 when Steel is selling at 145, the order 
will be listed on the specialist’s book, and if 
Steel sells down to 140, the specialist has 
the privilege of selling the stock to me at 
that price or matching tt with another order 
to sell that is placed with him by another 
broker. Does this not give the specialist 
a great deal of latitude and enable him to 
trade profitably against buying and selling 
orders on his book? And does not the 
specialist's book give pool managers “in- 
side” information which they can use proft- 
ably in their operations? I would ltke to 
see this situation thrown open for frank 
discussion in your columns because it 
vitally affects the investment and trading 
activities of your readers. It is my per- 
sonal view that this specialist matter might 
well be taken up by the Stock Exchange 


as its next field for reform in its continual 
improvement of facilities to serve investors. 


Faithfully yours, S. T. 


It is well known that the position of 
the specialist in the general scheme of 
making markets for stocks on the New 
York Stock Exchange has received a 
good deal of study and consideration 
by the officials of that institution. 
Numerous proposals have been put 
forth outside of the exchange but none 
of these suggestions for a change in the 
status of the specialist seems to be en- 
tirely practicable or acceptable to ex- 
change officials. The practice at pres- 
ent is for exchange members to place 
their open orders (with prices some- 
what away from the prevailing mar- 
ket) with the specialist for execution. 
The specialist enters all open orders 
that he receives from floor members on 
his book and has the responsibility for 
their execution. When he executes 
these orders as a broker, he charges the 
same commission that other floor brok- 
ers charge for handling business of 
other member firms. When he trades 
as a principal, no commission is 


charged. The stock exchange main- 


tains a very strict enforcement of this 
rule against charging commissions on 
transactions in which the specialist acts 
as a principal. Disciplinarian acts of 
the exchange in this regard have led to 
the suspension of several members 
within recent months. Except in the 
case of the very active stocks, the small 
commission received by the specialist 
would not be sufficiently attractive to 
induce members of the exchange to as 
sume the ordinary responsibilities of 
being specialists. Consequently, if 
the specialist were called upon to give 
up his normal trading privileges, or 
were prevented from trading as a prin 
cipal in the issue in which he is a spe- 
cialist, it would not be profitable for 
members to act in this capacity for 
stocks which are not especially active. 
It has been proposed that employees of 
the exchange “run” the specialist's 
books in all stocks, giving all members 
the privilege of looking at the book for 
their own information or for the in- 
formation of their customers. Under 
this proposal, all open orders would be 
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automatically executed when reached, 
and the specialist’s book would be an 
open record for everyone interested. 
The objection to this, of course, lies in 
the heavy financial responsibility which 
would be placed on clerks employed by 
the exchange, even. though their duties 
were more or léss perfunctory. It is 
considered far more practicable to con- 
fine such responsibility exclusively to 
members of the exchange. It would 
still be possible, however, to keep this 
specialist function in the hands of ex- 
change members and require them to 
maintain an “open book.” By making 
the specialist's book an open record for 
all other members, the possibility of 
pool managers obtaining “inside” in- 
formation would be entirely eliminated. 
Under the present system, many trad- 
ers prefer to place market orders for 
all transactions, thereby assuring them- 
selves that the order will be executed 
by their broker or his representative to 
the best possible advantage under all 
circumstances. 


Anent Rating System 
Editor, Readers’ Forum: 


I have been somewhat puzzled by your 
system of rating stocks in connection with 


the recent Dividend Forecast tables, which 
appeared in your publication, and wish to 
call upon you for a satisfactory explana- 
tion. From the way I tnierpret these rat- 
ings, there seem to be some obvious errors 
in judgment. For example, I noted m the 
table of miming issues that Anaconda and 
American Smelting were rated B-1. This 
seems to me quite satisfactory % itself, bet 
I also note that you give - smaller 
weaker c. tes, such as Cahonet & 
Hecla and Nevada Copper the same rating. 
I get the impression from this that you 
consider all of these issues of equal cali- 
ber, and I am inclimed to disagree very 
violently on this pobt. In the petrolewn 
table, you give Phillips Petroleam, Hous- 
ton Owl and General Asphalt all the same 
rating as B-1. Agam in the table of food 
stocks the same B-1 rating is given to 
Armour “A” stock and Natlonal Dairy 
Products. Am I to infer from these rat- 
ings that the members of your staff con- 
sider all of the above stecks of eqial merit 
as investment or speculatwe stocks? This 
is the impression that I have gotten from 
your ratings and I am sure that I am jast 
enough of a “normal” person to be fairly 
representative of the reactions of many 
other readers of your valuable paper. If 
you do not feel inclined to print this letter, 
will you please advise me what interpreta- 
tion I should make of your. ratings in order 
to get the greatest possible advantage 
from them. Very truly yours, T. M. 


We solicit criticism as well as praise 
from readers and are always ready to 


print critical letters when we feel that 
the comment or discussion would be of 
any practical advantage to other read- 
ers. The points that you raise con- 
cerning the proper interpretation of the 
market ratings that appear twice a year 
in connection with our semi-annual 
dividend forecasts, is an important one 
and undoubtedly will hold considerable 
interest of other readers also. In any 
rating system, the reader obtains the 
greatest benefit only if the purpose of 
the rating is clearly understood. In the 
formulation of market ratings used by 
this publication, there is no intention of 
classifying companies or stocks of 
“similar merit” into separate groups. 
The market rating for each issue is 
established entirely independently of 
the other companies or stocks men- 
tioned in the tables. 

Naturally, in determining a proper 
rating for a petroleum stock, all of the 
current factors in the industry are con- 
sidered at the time the rating is made. 
However, there is no other relation im- 
plied between two different oil stocks 
that are given the same rating. In each 
instance the rating is an absolute rather 


(Please turn to page 640) 








How Well Do You Know Your Ticker Symbols ? 


Solve THz MAGAZINE OF WALL StrREET’s Cross Worp Puzztz AND Finp Out 


The puzzle outlined below is made up entirely of the ticker symbols of the companies given. All stocks are 
listed on the New York Stock Exchange. Solving this and subsequent puzzles will prove an interesting demon- 
stration of your ability to read the tape and has the practical advantage of widening your knowledge of the most 
frequently used ticker abbreviations. The correct solution and the next puzzle will appear in the following issue. 








ACROSS | 2 
Allis Chalmers Mfg. 
Co. 


Anchor Cap Corp. 


3 4 5 6 


7 DOWN 

Amer. Chain Stores 
Amer. Hide & Leather 
Auburn Auto Co. 











Atl. Gulf & West In- 
dies S. S Lines 


Continental Baking 
Co. 





Austin Nichols & Co. 


Standard Gas & Elec- 
tric Co. 


American Can 


Granby Cons. Mining 
& Smelt. 


Brooklyn Edison 
Butte Copper & Zinc 
N. Y. Air Brake 
Atlantic Refining Co. 
Auto Sales Co. 

Link Belt Co. 
DuPont De Nemours 

& Co. 








American Ice Co. 
Bush Terminal Co. 
Amer. Steel Foundry 
Archer Daniels Co. 


Solvay Amer. Inves- 
tors Corp. 


Gulf Mobile & North- 
ern 


10 











N. Y. Central 
Congoleum Nairn & 
Co. 








General Asphalt 
General Cable Co. 
Adams Express Co. 
Burns Brothers 
Bloomingdale Bros. 


Amer Machine & 
Foundry 


Capital Administra- 
tion Co 


National Biscult Co. 
Delaware & Hudson 


Am. La France @& 
Foamite 


Safeway Stores 

Borden Co. 

Amer. Pewer & Light 

Alaska Juneau 

Dela. Lack. & West- 
ern 

Savage Arms 
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Less in Dollars, Larger in Volume 


inventory position —that bug- 

bear of all depressions — has 
brought to light several interesting 
facts. 
that the general policy of expressing 
inventories in dollars was very mislead- 
ing during a time of drastic price de- 
clines but the actual extent of the pos- 
sible error has not perhaps been 
realized. Companies showing an in- 
ventory reduction in manufactured 
articles of some 20% have really only 
bettered their position by about 5% in 
volume, an exceedingly small reduction 
in view of the great curtailment in out- 
put. On the other hand, the country’s 
inventories of such raw materials as oil 
and copper are now undoubtedly very 
much higher than they were at the 
commencement of the depression and 

(Please turn to page 651) 
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It has been known of course . 
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STEEL—The industry continues to gain gradually but persistently. 
Ingot production is currently at about 52% of theoretical capacity 
against 51% last week. Most of the pressure on prices appears to 
have lifted and this perhaps is an even more gratifying development 
than the slight gain in activity. Although reports of betterment 
from the steel industry are becoming weekly more conclusive, 
grounds for unbounded enthusiasm are not yet existent. 


TEXTILES—The cotton textile industry in this country is currently 
enjoying a modest little revival all its own. Méill sales for some 
classes of cloth during the past two or three weeks have been larger 
than in any similar period for several years and although actual 
weaving activity has not yet increased to any large extent, surplus 
stocks have been very materially reduced. 


COAL—Soft coal production for the week ended February 14 gained 
nearly 5% over the previous corresponding period, although activity 
is still running considerably under the levels of 1930. Anthracite 
production shows an identical trend. It is understood that the cur- 
rent increase in industrial activity has been reflected in a somewhat 
better demand for both classes of coal. 


AUTOMOBILES—Production of automobiles and trucks in the United 
States and Canada for the month of January amounted to 178,399 
units, which compared with 161,328 for the previous month and 
283,606 for January, 1930. Trade sentiment is undoubtedly very 
much improved. 


THE TREND IN MAJOR INDUSTRIES 
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RETAIL TRADE—There is a growing conviction that the retail move- 
COMMODITIES* ment of goods has been unnecessarily hampered by high mark-ups. 
It is said that a too high initial price has restricted volume even 
oe eee Raman si when the article is a new one or in a new style and that when a 
lila premium is no longer justified the article falls to an unwarranted 
eines” a Ss es x low level during the subsequent “‘sale.” 
Copper (8) 01... 0.17% "0.00% 0.10% COPPER—The announcement that the Pennsylvania Railroad was to 
Petroleum (4)... 145 0.88 0.96 complete its electrification plans before schedule was good news for 
Cotton (6) 122. ONT 008% | O11% the copper producers, as about 60 million additional’ pounds of the 
none plboee 10% See Oey metal will be needed. The copper market rules dull although a fair 
Hogs (9) ...... 11.00 800 7.00 demand has been noted. The export price is currently 10.25 cents 
Steers (10) .... 16.60 10.75 11.00 d 
ia, tet bal. cet greet 
Woo). Sa’ Sim’ Sane RAILROAD EQUIPMENTS—The first part of 1930 is expected to be 
Bugar (16) |... 0.08% 0 0.04% a lean period for most of the railroad equipments. Indeed it is even 
seer ae es” ines” tsa” expected that business in several classes of equipment will be at the 
lowest levels since 1900. It is becoming increasingly apparent that 
* Feb. 25, 1981. “hard times” for the railroads of the country spell equally “hard 
@) Bits codine, 0 cet times” for many other branches of industry and that the need for 
Beslo Volley, .% per seus, (8), Hecteairaie favorable legislation cannot be too strongly urged. 
nd ihe By a gp BUILDING—Slightly better reports of residential construction are cur- 
pe Pret, New Mork, $ per bushel; rently being received and although they may prove to be but a 
{o) mooted Ihr 'wts,) (10) Top” Heavies “flash in the pan” it is an encouraging sign insofar as the present year 
ee, tS as ie ene apparently holds out little hope for a phenomenal activity in total 
Ib.; (18) Ohio, ne, unwashed, 0. per construction. It is estimated that non-residential building during 
Ih; ae) Hotned, cpr ibs ews 1931 will probably be between 30% and 40% under that of last 
~ ag Sigs yy Pie Haas year. 
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5 Agricultural Implements ....,. 136.3 105.9 180.2 186.3 
8 Amusement ...ccccccccccccee 121.2 88.5 111.5 121.2 
22 Automobile Accessories ...... 69.6 47.8 59.1 69.6 
20 AmbemmeWiles coc ccccccsccscccs 35.6 25.5 30.4 85.6 
4 Aviation (1927 Cl.—100) ..... 66.2 39.9 61.4 66.2 
8 one (1926 Cl.—100) ...... 38.0 23.8 35.7 38.0 
BD Bihwoult ...ccccececcccccvcceee 212.8 186.5 204.6 213.8 
5 Burnes Machines ..........- 161.6 128.6 149.4 161.6 
a «merry rrr eT TeeerT rer rere | 188.5 157.0 172.0 188.5 
8 Chemica BGS « occciscshss 157.8 121.7 189.5 157.8 
a Reyer rene 59.4 35.4 55.6 59.4 
22 Oonstiion & Bldg. Material. 73.7 48.3 68.38 73.7 
Oe SE 66 aides ceenetbscseuka 89.56 70.4 82.0 89.5 
2 — erent 94.8 83.0 92.2 94.8 
9 Department Stores ........... 27.8 21.5 25.6 27.8 
8 Drugs & Toilet Articles....... 118.3 83.0 115.6 118.8 
8 Electric Apparatus .......... 149.8 115.8 133.6 149.3 
4 INGER: kc.svascvc ces ecteu 21.5 148 18.4 21.6 
2 Finance Companies .......... 85.4 74.3 79.9 85.4 
7 Food Brands ......ccccccccee 78.1 64.4 75.3 78.1 
4 WORCMINED in biasccescovsans 73.8 60.3 70.6 73.8 
4 Furniture & Floor Covering... 61.7 31.6 42.6 61.7 
7 Household Equipment 43.8 29.9 39.9 43.8 
10 Investment Trusts 89.1 61.0 82.1 89.1 
8 Mail Order --. 865 62.3 81.3 86.5 
39 Petroleum & Natural Gas.... 69.2 52.4 67.6 69.2 
8 Phono, & Radio (1927—100).. 656.8 37.2 65.7 56.8 
20 Public Utilities .............. 187.5 150.4 178.1 = 187.5 
10 Railroad Equipment ......... 73.1 67.8 67.6 73.1 
33 MatbreeGs 2.0... cscccccvccccoce 88.4 69.8 85.0 88.4 
8 Restaurants ............0000. 100.7 81.9 95.2 100.7 
5 MEINE’, c'cbvakadeve sadsmatae 38.0 28.9 37.3 82.0 
2 Soft Drinks (1926 Cl.—100)... 177.0 152.4 169.0 177.0 
13 Ee | Ee ee ee 91.4 63.5 80.5 91.4 
6 Pc cséeaccereestearetekes 18.0 129 16.5 17.8 
2 ERAS See eros eee e 218.0 170.3 197.9 218.0 
3 Telephone & Telegraph ...... 182.4 97.4 118.5 182.4 
6 EN  aiiktehse 55 ssearccwes $8.38 23.7 35.0 88.3 
7 Tire & Babber ...c.cccccevces 13.56 10.9 12.4 13.5 
9 SEEDY, 4.Gias sce oisak-ca'eceea ke 74.5 69.8 72.6 74.5 
5 IS on dacs i eecisee tags ceed 84.6 67.0 79.4 84.6 
2 Variety Stores .............4. 76.2 68.5 72.2 716.2 
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Answers to Inquiries 








1. Be brief. 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 


This service in conjunction with your sub- 











—— 





INLAND STEEL CoO. 


Will you please let me have your analysis 
of the nearby outlook for Inland Steel com- 
mon? My holdings consist of 100 shares 
at 80. Shall I continue to retain?—H. C. 
O., Meridian, Miss. 

Inland Steel Co. has steadily 
strengthened its position in the Middle 
West, and now ranks second only to 
Illinois Steel Co., a subsidiary of U. S. 
Steel Corp., in the increasingly impor- 
tant Chicago district. The company, 
regarded as the largest independent 
producer, is engaged in practically all 
phases of the steel industry and con- 
trols its own source of raw materials. 
Recently the company issued $15,000,- 
000 additional 42% sinking fund 
bonds, the purpose of which was to 
reimburse the treasury for costs of bet- 
terments already completed and to 
provide funds for the construction of 
a new continuous sheet, plate and stri 
mill. In connection with the above ad- 
dition, it has obtained a license from 
American Rolling Mills for the use of 
their continuous rolling process. In 
common with other companies in the 
steel industry, operations last year were 
sharply curtailed, reflecting low rate of 
demand for its products. Earnings 
were further adversely affected by in- 
creased competition with resultant 
lower profits margin. The annual re- 
port for 1930 revealed net income of 
$6,498,967, after depreciation, deple- 
tion, interest, Federal taxes, etc., as 
compared with $11,712,374 for the 
preceding year. Reduced to a per 
share basis on 1,200,000 no-par com- 
mon shares outstanding net amounted 
to $5.41 in the later period against 


$9.76 in 1929. The company’s plants 
are said to be currently running at the 
rate of about 45% of capacity with 
little major improvement anticipated 
during the initial quarter of the current 
year. It is unlikely, therefore, that 
dividend requirements will be covered 
during the period; and maintenance of 
the present rate of $4 a share will de- 
pend largely on the outlook for the bal- 
ance of the year. However, current 
prices for the shares appear to discount 
existing conditions, and if you are pre- 
pared to exercise a degree of patience, 
we suggest retention of present hold- 
ings with a view toward long term de- 
velopments. 


AMERICAN CAN CO. 


Has American Can lost any of its pres- 
tige as a market leader? I have read that 
new stocks are likely to lead the next bull 
market which I suppose would retard any 
marked rise in the value of American Can 
common. What is your judgment in this 
matter? I have 200 shares at 162.—E. S. 
J., Fort Madison, Iowa. 


American Can Co. ranks as the 
largest unit in its field, doing a busi- 
ness about four times that of its near- 
est competitor. The company has 
steadily expanded its facilities and now 
operates about fifty modern plants, lo- 
cated chiefly in the Middle Atlantic 
States, although several are in Canada 
and Hawaii. Currently under con- 
struction are, a large plant and ware- 
house at Honolulu, to provide for the 
requirements of the Hawaiian pine- 
apple packers, a factory in Seattle, 


Wash., and a new plant in Terre 
Haute, Ind. Through the recently 
founded British Can Shares, Inc., the 
company expects to secure a foot- 
hold in the can business of Great 
Britain. Its products include tin con- 
tainers for food products, chemicals, 
oils and tobacco products. Experi- 
ments are being made with transparent 
cellulose containers. Despite generally 
unfavorable business conditions prevail- 
ing last year, demand for the com- 
pany’s products held up well, with the 
result that profits for 1930 registered a 
gain over those for 1929, thus continu- 
ing the upward trend in evidence dur- 
ing recent years. Net income for the 
twelve months ended December 31, 
1930, amounted to $22,883,940, equiva- 
lent, after preferred dividends, to $8.08 
a share compared with $22,724,802 or 
$8.02 a share for the preceding twelve 
months. Financial condition at the close 
of last year was strong; current assets 
amounting to $55,082,309 against cur- 
rent liabilities of $13,383,377, leaving 
net working capital of $41,698,932. 
We believe the shares suitable for in- 
vestment consideration, and endorse 
purchases during market recessions. 


AMERICAN SNUFF CoO. 


How do you rate American Snuff com- 
mon at this time? Is it a purchase around 
40 suitable te include mm a business man's 
portfolio as @ speculative investment? The 
yield is attractive if secure—K. W. S., 
Gary, Ind. 


Contrary to the general belief, the 
(Please turn to page 638) 
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HE REPLACES 
OBSOLETE MACHINERY 


to Keep Pace with Business Progress 


— But his Investment 


Portfolio Remains Unchanged 


HE is ever on the alert to keep his business up-to-date— 
for he knows that only in this way can his company 
maintain its position at the top of its industry. Years of 
study and experience have taught him that business never 
stands still—it moves either forward or back—and to as- 
sure satisfactory progress he changes equipment, methods, 
and even products when necessary. 


But although he is really a brilliant executive he does not 
seem to realize that the same factors which make necessary 
contant alertness in the management of his business also 
apply to the relative value of the securities in his invest- 
ment portfolio. In spite of the fact that business and in- 
dustry has undergone drastic readjustment during the past 
two years, he has made practically no changes in his port- 
folio during that time—with the result that a large portion 
of his funds are employed in “obsolete” issues. 


We find that a great many investors are in this position— 
that they are holding issues which, although they may have 
been soundly situated when they were purchased, can no 
longer be expected to give suitable profits or income con- 
sistent with safety. Such stocks make a progressive and 
profitable investment program impossible—for the only 
thoroughly sound portfolio is one which is kept always in 
harmony with changing business, industrial, political, 
economic and financial conditions and which contains only 
securities of companies and industries that have the most 
favorable current outlook. 


To maintain your portfolio in this most favorable situation 
calls for more than casual attention and intermittent advice. 
Countless factors and developments must be watched and 
checked—and their effect upon the value of your holdings 
interpreted. This makes necessary daily observation of every 
issue you are holding—and if such supervision is to be of 
the greatest value to you it must be performed by one 
who combines specialized training in the management of 
investments with an intimate knowledge of your personal 
position and requirements. 


THE INVESTMENT 
MANAGEMENT SERVICE 


A Division of 
The Magazine of Wall Street 


FORTY-TWO BROADWAY NEW YORK, N. Y. 


ee eee 


The Investment Management Service renders exactly the type 
of continuous and personalized investment counsel which 
is so widely needed in these uncertain times. It is not an 
advisory service in the generally accepted sense of this term 
—for it issues no printed material of any kind. The work 
done for each client is done exclusively for the individual 
—so that when you retain the counsel of this organization 
you are, in effect, hiring a group of highly paid experts, 
backed by the leading financial and business advisory or- 
ganization, to work for you in the management of your in- 
vested funds. 


We will be glad to study your investment problems and 
show you the specific application of our counsel in their 
solution—and in providing you with: 


Maximum income consistent with the 
safety of your funds. 

An excellent opportunity for appreciation 
with safety. 


Protection in a falling market. 


You incur no obligation by sending the coupon below— 
but be sure to send us all the information requested. 


Investment Management Service 
42 Broadway New York, N. Y. 


Gentlemen: 


I am enclosing herewith my list of holdings. Kindly study this list 
and tell me, by mail, how your service would help me selve my invest- 
ment problems. Also send me your booklet and the minimum cost 
of service on my account. This places me under no obligation. 


City and State 
My present investment capital in addition to the 


securities listed, is approximately $ 





MARCH 7, 1931 














~NEW :; 


STRAIGHT EIGHT 


5 passenger 2-Door Brougham 
New 127” Wheelbase Chassis 


CUSTOM MODEL 
Including Free Wheeling 


*1145 


AlsoSTANDARD MODEL 


245. 


Equipment other than standard at extra cost 
AUBURN AUTOMOBILE CO., AUBURN, IND. 








Answers to Inquiries 
(Continued from page 636) 








use of snuff is still in existence, and as 
a matter of fact has increased in popu- 
larity in recent years. According to 
the U. S. Treasury report for 1930, 
total output of the industry amounted 
to 40,112,663 pounds last year, as com- 
pared with 40,036,914 pounds in 1929. 
When consideration is given to the cur- 
tailed buying power of the public due 
to unemployment last year the above 
showing is gratifying. The American 
Snuff Co. ranks as the third largest en- 
terprise in the industry, with an annual 
capacity of approximately 11,000,000 
pounds. Its products include the bet- 
ter known brands of “Garrett,” 
“Honest,” and “Dental.” In contrast 
with the increased output of the indus- 
try and generally favorable earnings 
of the larger companies, declines in 
net income have been reported by this 
company in each of the last two years. 
For the twelve months ended December 
31, 1930, net income amounted to 
$1,893,049, as compared with $2,109,- 
581 in the preceding year and $2,178,- 
525 in 1928. After deducting $237,- 
168 preferred dividend charges in each 
year, the above results were equivalent 
to $3.76 a share in 1930, $4.25 a share 
in 1929, and $4.41 in 1928, based on 
440,000 shares of $25 par common 
stock. While we do not anticipate sub- 
stantial earnings improvement during 
the immediate future, we are of the 
belief that current prices for the com- 
pany’s shares amply discount existing 
conditions, and providing reasonable 
risks are not objectionable retention is 
suggested. Fresh purchases, however, 
should be deferred for the time being. 


GENERAL FOODS CORP. 


My broker tells me that General Foods 
common could easily go to 75 with any 
sustained strength in the general market. 
I plan to buy 300 shares as a semi-invest- 
ment. What ts your recommendation?— 
E. M. F., Corning, N. Y. 


Operating more than 30 separate 
production divisions with domestic and 
foreign sales units, the General Foods 
Corp., incorporated in its present form 
in July, 1929, manufactures and dis- 
tributes approximately 90 food prod- 
ucts, a number of which are nationally 
advertised... Among its better known 
products are Diamond Crystal Salt; 
Maxwell House Coffee, Jell-O, Grape 
Nuts, Post Toasties, Postum, Cereal and 
Hellmann’s Blue Ribbon Mayonnaise. 
The company also controls the “Birds- 
eye Quick Freezing Process” which en- 
ables meat, fish, fruit and vegetables 


to be distributed in packages at low 
costs without sacrifice of natural flavor. 
A new development is the introduction 
of Vitamin D to foods and drug prod- 
ucts. While this process’ is in the 
earlier stages of development, a num- 
ber of companies are said to be seeking 
the right to use it on a royalty basis, 
The earnings report for the full year 
1930 has not yet: been issued, but 
profits for the first nine months were 
equivalent to $2.93 a share, compared 
with $2.83 a share on a slightly smaller 
capitalization in the corresponding 
period of 1929. It has been estimated 
that full year profits will be in the 
neighborhood of $3.60 a share which 
would compare with the $3 annual 
dividend. We counsel against reaching 
for the issue, but believe that the stock 
has interesting longer term potentiali- 
ties, and would not oppose a commit- 
ment during a period of market weak- 
ness. 


CHILDS CoO. 


What are the 1931 prospects for Childs 
Company common? In July of last year I 
purchased 100 shares at 57. Would you 
approve buying another 100 around 33? Is 
ng dividend in danger?—H., M. L., Aurora, 


Last year may be referred to as a 
period of rehabilitation by Childs Co., 
since the management was busily oc- 
cupied in making such changes as it 
believed to be conducive to the re- 
establishment of earnings comparable 
to those of a few years ago. Unprofit- 
able units were closed, while many of 
the older stores were modernized by 
improvements, and new ones opened in 
more promising locations. In addition 
the company has broadened its scope of 
operations, to include the retailing of 
merchandise, such as candy, cigars, 
cigarettes, coffee, tea, baked beans, 
mayonnaise, pastry, cakes, etc. Soda 
fountains and luncheon counters have 
also been established in the new restau- 
rants. The company operates more 
than 115 stores, located in 29 cities in 
the United States and Canada. Its real 
estate holdings are said to consist of 45 
parcels, about half being located in New 
York City. Although the above would 
appear to have strengthened the com- 
pany’s long term outlook, last year's 
operating results should not be over- 
looked. Due primarily to abnormally 
hot weather in the third quarter 
months, sales volume for 1930 reg: 
istered a decline of 5.8%, more than 
offsetting savings from operating econo 
mies. Net income, excluding $152, 
387, surplus adjustment, amountec' to 
$1,187,448 or $2.31 a share on 362,370 
no-par common shares. This compares 
with current dividend rate of $2.40 a 
share, and net earnings of $2.56 a share 
on a slightly smaller capitalization for 
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1929. Although the 1930 report is not 
particularly impressive, we believe re- 
tention of the shares justified, when 
consideration is given to longer term 
prospects. We would prefer, on the 
other hand, to defer additional pur- 
chases, pending definite indications that 
unfavorable earnings trend has been 


checked. 


NATIONAL BISCUIT CO. 


I realize that the National Biscuit Co. 
made a very good showing during 1930 but 
the fact that the common ts selling at prac- 
tically 25 times its reported earnings 
worries me. Would you advise accepting 
a profit of $1200 which I have on 200 
shares?—T. T. M., Elizabeth, N. J. 


Despite the business depression, the 
National Biscuit Co. continued its un- 
interrupted growth of earnings last 
year, with the net income revealing a 
gain of more than 7% over 1929. 
Earnings have shown a steady upward 
trend for the past 14 years, and the net 
totaled $22,879,898, or $3.40 a share 
last year, against $21,423,571, or $3.28 
‘in 1929. While the rate of increase 
last year was less than in previous 
years, the company has clearly demon- 
strated its depression proof qualities. 
The report for 1930 brings to light the 
eficient management and strong posi- 
tion of the company. Low commodity 
prices were an important factor in the 
gain in 1930, but at the same time the 
company passed on to the consumer a 
portion of the added profits by cutting 
prices three times in 1930. The com- 
pany was extremely liberal in its divi- 
dend policy last year, having disbursed 
an extra payment of $0.50 a share in 
addition to the regular $2.80 annual 
rate. This is an indication of the 
financial strength of the enterprise, and 
it is now able to pass on the greater 
part of earnings to the shareholders. 
The stock is a sound issue and because 
of its stability is entitled to sell at a 
high level in relation to earnings. 
While you have a sizable profit, the 
issue is suitable for holding as a sound 
investment issue. 


BEATRICE CREAMERY CO. 


Beatrice Creamery common has been 
recommended to me for spec-vestment by a 
conservative house but I would like to have 
your opinion before I buy. It seems to me 
that the price of the stock held up very well 
last year. Are favorable developments in 
sight?—S. O. G., Hutchinson, Kans. 


Beatrice Creamery Co. is engaged in 
a business which has fairly well proven 
Its resistance to depressions. Moreover, 
while the general run of companies 
found it necessary to curtail expansion 
Programs last year, this company, in 





common with other dairy enterprises, 
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P IONEER HYDRO-ELECTRIC ENTERPRISE on the 
Saint John River, and the largest in the Maritime Provinces, 
International’s development at Grand Falls is a substantial 
factor in keeping New Brunswick abreast the steady growth 
of Canadian industry. 


Development of Grand Falls was undertaken in 1926, 
when the cooperation of five sovereignties—the Dominion 
of Canada, the United States, the Provinces of New Bruns- 
wick and Quebec, and the State of Maine—made it possible 
for International to harness this long-wasted power. Two 
years later, the first generator in an 80,000 horsepower 
plant took up the service of New Brunswick industry; by 
another year, two additional units were in operation; and 
the fourth unit was completed early in 1931. 


Power from Grand Falls is utilized, under long-term 
contracts, by the Fraser Companies Limited, at Edmunston, 
and New Brunswick International Paper Company, at 
Dalhousie. In addition, Saint John River Power Company 
has contracts with the municipalities of Grand Falls and 
Dalhousie, and serves St. Leonards. 


Canadian Hydro-Electric Corporation Limited, compris- 
ing Saint John River Power Company, Gatineau Power 
Company and Gatineau Electric Light Company Limited, is 
a direct subsidiary of International Hydro-Electric System, 
and one of the principal units in the $400,000,000 power and 
utility organization controlled by International Paper and 


Power Company. 


Securities of International Paper and Power 
Company, International Hydro-Electric System, 
New England Power Association, Canadian 
Hydro-Electric Corporation and other companies 
comprising the “International Group” are held by 
over 70,000 investors in the United States, Canada 
and Great Britain. For information, consult your 
broker or write direct to 


INTERNATIONAL 


Paper and Power Securities, Inc. 


220 East 42nd Street, New York City 














continued to broaden its scope of op- 
erations with highly gratifying results. 
Ranking as the third largest unit in its 
field, the company chiefly concentrates 
its operations in the Middle West, 
although entrance to the Atlantic Sea- 
board was recently accomplished 
through the acquisition of additional 
properties in that territory. Despite the 
rapid growth of the company in recent 
years, the expansion program has been 
accomplished on a conservative basis, 
the management confining acquisitions 
to profitable and well established enter- 
prises, and obtaining such properties at 
reasonable costs. Thus we find that 
although capitalization has been in- 
creased, net per share earnings have not 
suffered a decline. Latest statement of 
income available is that for the six 
months ended August 31, 1930, when 
net income amounted to $6.29 a share 
on 298,868 common shares, a gain of 
approximately 66% over that of $5.48 
per share on 195,864 shares for the cor- 
responding period of the previous year. 
Despite the fact that additional com- 
mon shares have been issued in connec- 
tion with recent acquisitions, it is be- 
lieved that per share earnings for the 
fiscal year ended February 28, 1931, 
exceeded those of $7.31 reported for 
the preceding 12 months by a fair mar- 
gin. Financial position of the company 
at last reports was strong. We regard 
the shares as attractive for long term 
holding, and endorse moderate commit- 
ments during periods of market weak- 
ness for those who are prepared to ex- 
ercise patience. 


U. S. GYPSUM Co. 


Do you think the present market price 
of U. S. Gypsum common has discounted 
the worst? I have 500 shares at 52. Shall 
I continue to hold or switch to another 
issue that may recover more rapidly?—M. 
M. K., St. Joseph, Mo. 


Aided by the strengthening of gyp- 
sum prices, settlement of price cutting 
competition and earnings of new plants, 
the U. S. Gypsum Co. took its place 
among the select group of companies 
which were able to show an increase in 
profits last year over 1929. This com- 
pany is a leading producer of gypsum 
products and a varied line of building 
supplies including stucco paint, metal 
laths, building board, tile and plaster. 
The company reported net profit last 
year of $5,408,685, which was equiva- 
lent to $4.01 per common share, as 
compared with $5,102,305, or $3.98 a 
share a year earlier. A falling off in 
demand for its products last year, due 
to the sharp decline in building, was 
offset by lower manufacturing and dis- 
tributing costs, improved market con- 
ditions, a more varied line of products 
and earnings from new _ recently 


put into operation. earnings 
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trend previous to 1930 had been down- 
ward, due to sharp price cutting as a 
result of the competitive conditions. 
The immediate outlook for an upswing 
in building activities is not promising, 
but the U. S. Gypsum Co. is in a posi- 
tion to benefit from any improvement 
and the current year is expected to pro- 
duce satisfactory results. The annual 
dividend is well earned, and the market 
appears to have discounted the worst 
aspects of the situation. We suggest 
retention over the longer term. 


GENERAL RAILWAY SIGNAL 
Co. 


In 1929 I purchased 50 shares of General 
Railway Signal common at 115 and have 
been holding it ever since. The drop in 
earnings in the final quarter has worried 
me. What would you counsel doing now? 
—E. J. F., Ashland, Ky. 


The General Signal Co., one of the 
two leaders in the manufacture of auto- 
matic railway signal apparatus, oper- 
ated at a highly satisfactory rate in 
1930 as compared with the results of 
the majority of railroad equipment 
companies. Earnings for the full year 
1930 were equivalent to $7.07 a share 
on 324,100 common shares, as against 
$8.25 a share on 357,500 shares in 
1929. The decline of about 20% from 
1929 results was due to a sharp falling 
off in operations in the final quarter, as 
results for the first 9 months were close 
to 1929 levels. The $5 annual divi- 
dend was earned by a good margin. 
Replacement and renewal orders from 
railroads fell off in the final three 
months of 1930, but, as officials of 
General Railway Signal point out, re- 
plenishment orders will have to be 
placed this year since many of the units 
served have exhausted their own sup- 
plies of replacement materials. Un- 
filled orders on the company’s books at 
the beginning of the current year 
amounted to about 80% of the total on 
hand on January 1, 1930. A large 
amount of new work planned by rail- 
roads probably will be undertaken with 
recovery in railroad trafic. We as- 
sume a constructive attitude toward the 
future of this company, and believe 
that the shares possess merit for: hold- 
ing over the longer term. 


P. LORILLARD CoO. 


It was very encouraging to have P. 
Lorillard Co. report $1.47 a@ share on the 
common for 1930 as compared with 28 
cents a share for 1929. I hold 150 shares 
at 30 bought three years ago. Now that 
earnings seem to be on the upgrade, would 
you advise averaging around 17 as a specu- 
lation?—S. G. C., Baton Rouge, La. 


The heavy advertising expenditures 
of the P. Lorillard Co. in recent years 
in promoting its “Old Gold” cigarette 
appear to be bearing fruit and the re- 
sults for 1930 seem to indicate that the 


company has turned the corner. Earn. 
ings from 1926 to and including 1929 
showed a sharp decline due to the keen 
competitive conditions prevailing in the 
cigarette industry and dividends were 
omitted in order that the company 
could plough earnings back into the ad- 
vertising appropriation. Earnings in 
1930, however, showed a large increase 
over the previous year, net being 
equivalent to $1.47 a share on 1,909,- 
061 common shares as compared with 
$0.28 a share on 1,908,505 shares in 
1929. The total net income for 1930 
was $3,614,363, a sizable gain over the 
$1,336,656 in 1929. Dividends of 
$791,532 on the preferred stock left a 
surplus for the year of $2,822,831, 
which brought the total surplus to $16,- 
576,072. With evidence that the com- 
pany has definitely established itself on 
a higher earnings level, there is the pos- 
sibility of a resumption of dividend 
payments on the junior stock. How- 
ever, it is understood that the directo- 
rate have not yet given consideration 
to a dividend policy. The remarkable 
recovery of earning power last year has 
given the stock considerable speculative 
merit, and averaging during periods of 
market weakness should prove profit- 
able over the longer term, provided you 
are willing to assume the risk involved. 
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than a relative appraisal. There is no 
implication that one or more oil stocks 
should serve as a yardstick of invest: 
ment or speculative merit for the 
others. The same principle applies to 
other groups in other industries. In 
a general way, the A ratings are 
intended to identify the stocks which 
enjoy satisfactory investment merit 
at the time the rating is made, 
and more or less place such issues in a 
separate category from those issues 
which are given B ratings. In de- 
termining from this point whether the 
rating shall be A-1 or A-2 (or B-l or 
B-2) each issue is considered on its own 
merits. The prevailing market price at 
the time the rating is made is an im- 
portant consideration, in the sense that 
a stock of a concern with reduced earn- 
ings or even a lower dividend rate may 
still have greater probabilities for ad- 
vance as a result of its present thor- 
oughly deflated price level than the 
higher priced stock of a stronger com- 
pany. This explanation will tend to 
mitigate, we feel sure, the apparent 
“errors in judgment” in the determina- 
tion of some of the ratings from your 
interpretation, and serve as a practi 
guide to others using the ratings. 
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R. A. Coykendall J. G. Bishop ~~ a ic a eS Endic 
Member 16% 28 2% 1 1 
New York Curb (Asso.) 108 =. 8 109% ony 106% ¢ ony 
20 Broad Street 93 101 we o +80 ge 
New York City Freep 
Our Booklet 2 116 145 85 100 90 +90 . sa 
“6 s Union Paciflo ...........e-0.055 297 200 242 166 208% 10 Genes 
Stock Exchange Service niom Bac 1 i a i a a a ( 
for the Small Investor’ joe 
40 67 11 Bs Gene 
sent upon request S 10% a" a 3a% a ee Gene 
i i 19 13 8 e er 
Odd lots will receive the same 14% 88 11% 19% a T17% ay. Gillet 
careful attention as 100 share lots. 15 80% ™ 4% #& 10 ~ ie cela 
Sig ges Canty Sa I 67 87% 53% 23 81% 26 +30 . ; eet 
Tan! 
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142 45 . 
a Salie St., CHICAGO 64% 119% “a% “ $1% ‘ Johns 
Richmond Minneapolis 28 15 19% 16% H “mn 
San Detroit Cleveland 60 — 28 87% 841% : 
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1929 1980 1931 Last Div'd 
aerate, TE pumuettemeeen | ¢ Ay, Sale § Per 
A High low High Low High Low 2/25/81 Share 
r, Sugar Refining........... 94%, 56 69% 89% 57% 2% 56 5 
—. Te, & Weliscs sews tesvere 310% 193% a74y, 170% 201% 176% 199% 9 
Amer. Tobacco Com...........+. 232% 160 127 98% 120% 104 118% 6 
Amer. Water Works & Elec..... 199 50 14%° 4% 17 638% 14% 3 
Anaconda Copper Mining ....... 140 67% 81 26 42% 29% 0% 2% 
Arnold-Constable Corp. .....++.-- 0% 6% 13 8% 7 85% 7 ee 
‘Assoc, Dry Goods .....-...++.-. 10% 25 50% 19 28 22 26% 2% 
Atlantic, — s W. I. 8, 8. Line 2.) id on = aos . 34% ~—CO 
tlantio Refining ....++.+++see- 8 22 i 
eae BOND ncn bahsssexuceanss 85 40 263 oot 215 101% ssi 4 
B 
win Loco. Works ........0- 66% 15 388 19 27 20 26 1 
pone B Gig CS Biscctians 49% 20 84 8 44 ine ise _ 
Bendix Aviation .......s+eseeee 104% 25 57% 14% 25% 16% 23% 1 
BRE MDL nace senakes’sdkaeass 60% 2 66% 80% 44% #$8% 48% #«2 
Bethlehem Steel Corp........... 140% 78% 110% 69% 455% 67% 6 
Bohn Aluminum ....... -. 186% 87 69 15 35 20% 84 1% 
Borden Company .. +» 100% 63 90% 60% 14% 67% 74 8 
Borg-Warner ...... 86% 26 50% 15 80% 27% 1 
Briggs Mfg. ..-.++-- 68% 8% 25% 12% 22% 16% 20 1% 
Burroughs Adding Mach sees 96% 29 51% 18% 82% 21% 29% 1% 
Byers & Co. (A. M.).....-++00 192% 60 112% 33% 69% 87% 64 nH 
0 
California Packing ............. 84% 68% T1% 41% 53 42% 49% a 
Calumet & Arizona Mining...... 186% 3% 89 285 42% 36% 41% we 
Calumet & -o oe sovcereues sent ~ cone out ue 25% + * 
da D nger Pree 
png J. is pb0es ebeeweweevseees< 467 180 362 834% 131% 81% 125 6 
Caterpillar Tractor .........s00- 61 50% 79 22 52% 26% 48 4 
Cerro de Pasco Copper ....-+... 120 58% 65 21 80% 22% 28% 2 
Chesapeake Corp. .....seeeeeeee 92 42% 82 82% 54% 40 52% 8 
Childs Co. ...ccccccccccccccscves 16% “4y% 67% 22% 83% 25% 82% 2.40 
Chrysler Corp. .....sccccseccece 185 26 43 14% 24% 15% 22% 1 
ee er rere 154% 101 191% 183% 170 142% 169% ™ 
Colgate-Palmolive-Peet ......... 90 40 67% “4 49% a7 48% 2% 
Colorado Fuel & Iron .....-..06 78% 27% 7 18% 87% 21% 290% 1 
Columbian Carbon ..........e00- 344 105 199 65% 111% 13% 106% 6 
Colum, Gas & Elec...........+.. 140 52 87 305% 44 33% 43 2 
Commercial Credit ...........06 62% 18 40% 15% 21% 18% 21 2 
Commercial Solvent ..........0.. 63 20% 38 14 21% 15% 20% 1 
Commonwealth Southern ....... 24% 10 20% 71% 12 & 11% -60 
Consolidated Gas of N. Y....... 80% 186% 18% 100% 82% 99% 4 
Continental Baking Cl. A....... 90 25% 62 16 29% 17% 28% on 
Continental Can, Inc. ......+... 40% 71 43 59% 47 59% 2% 
Continental Oil ......ccscccccece 48 80 7 12 9% 11% ae 
Corn Products Refining .. . 70 111% 65 86% T6% 85% 38% 
Crucible Steel of Amer.... aS 7 60% 63 55% 60% 5 
Cudahy Packing ...........se0. 36 48 88y% 46 41 45% 4 
Curtis Publishing ...........00. 100 126% 85 100 89% 92 7 
Curtiss Wright, Common ....... 6% 14 1% 4% 2% 4% me 
Curtiss Wright, A ........00.0. 18% 19: 3 1% 8% 1% 
3 - 
| Davison Chomical ...........00 69% 21% bai 10 23 18% 20% 
DE: SRS) ss anascutewssassnedes 126% 69 87 57' 12% 61% 71% 4 
Du Pont de _—— sees esbeces 281 8e 145% 80 102% 83% % 4 
Eastman Kodak OCo...........00. 264% 150 255% 142% 185% 148% 180 8 
Eaton Axle & Spring ........... 76% . 18 87% 11% 21% 18% 19% 1.60 
Electric Auto Lite ........ese0- 174 50 114% 33 67% 50% 64% 6 
Elec. Power & Light .......... 86% 29% 103% 84% 58% 88% 57 1 
Elec, Storage, Battery .......... 104% 55 79% 47% 65 60% 638 6 
a OU scetanes 83% 49% 69% 86% 41 80 86% 6 
Firestone Tire & Rubber........ 87 24% 33% 15% 19 1 
First National Stores .......... 90 44% 61% 38% 534 rf b” 5% 
Vester Wheeler .....ccccccccecs 95 83 104 87% 641% 41% 60% 2 
ee ee ae errr 105 19% 87 16% 38% 25% 4 
Freeport Texas Co...........00. 54% 23% 65% 241% 28% 87% 2 
General Amer. Tank Car........ 12314 15 111 53 73 6 
cg re ee 94% 42% 7 aa 45% ae x ‘ 
General Electric .. 403 168% % 41% 54 41% 52% 1,60 
General Foods ..... 81% 85 61% “4%. 55 47% 8 
General Mills ...... 60 69% 40 48% 47 3 
General Motors Corp 91 83% 54% 81% 45 85% 48% 8 
General Railway Signal 70 106% 56 82% 68 79 6 
General Refractories 88% 50 39 55 40 54% 4 
Gillette Safety Razor .......... 143 80 106% 18 84% 21% 31% 4 
Gold Dust Corp..........ccceee 82 31% 47 29 89% 81% 88% 2% 
Goodrich Co. (B, F.) ......0006 105% 38% 58 16 20% 15% 18% 
Goodyear Tire & Rubber........ 154% 60 96% 35 58% 38% 49 ’ 
Granby Consol. Min., Smelt. & Pr. 102% 46% so 12 225% 15% 2 
ON MNO 5. cacksesseegshews 82% 9% 20 10 16% 10% 15% 
Great Western Sugar .......... 44 28 34% 7 11% 1% 9% ae 
Gulf States _ oeccccccssoese 79 42 80 15 87% 18% 83 ges 
Hershey Chocolate ............. 109 70 97 87 4 
Houston Oil of Texas... .- 109 116% 29% 68% 85% 68% 
Hudson Motor Oar .... oe 62% 18 18% 21% 1 
Mapp Motor One oe .ccccccsascce 82 26% Th 18% 1% 12 
Se eer re pee 58 y 
Oe: OMG 5... ce cicceesesceas 7 42% % rh Hy : 
Inter. Harvester 115% 45% 58% 48 we 3% 
os = a 8 65 4 
a 
1% 17% 88% 18% 86 ‘e 
66% 87 67 20% 
% 6m COCO, 
3 
+ {a 2 2% = 1.60 
4 2% 2% 1.60 
48% 1% 28% 18 91% a 





MARCH 7, 1931 








Personally Known 
Investment 
Holdings 





5 is important to 
investors to know that the man- 
agement of Insull Utility Invest- 
ments, Inc., and Corporation 
Securities Co. of Chicago, and 
the management of the public 
utility companies whose secur- 
ities represent the major portion | 
of their holdings, are under the 
same general direction. 


This relationship is of great 
importance to the shareholders 
of Insull Utility Investments, 
Inc., and Corporation Securities | 
Co. of Chicago. It places these 
two companies in the unique 
position of having intimate and 
first hand knowledge of the 
operating properties whose se- 
curities are held; at the same 
time it assures continuity of 
policy and management in the 








companies themselves. 


Securities of Commonwealth 
Edison Company (Chicago), 
The Peoples Gas Light and Coke 
Company (Chicago), Middle 
West Utilities Company, Public 
Service Company of Northern 
Illinois, and Midland United 
Company, constitute directly or 
indirectly more than 90 per 
cent of the holdings of Insull 
Utility Investments, Inc., and 
Corporation Securities Co. of 
Chicago. 





Stocks of Insull Utility Investments, 
Inc., and Corporation Securities Co. 
of Chicago, are listed on The Chicago 
Stock Exchange and traded in on the 
New York Curb. Booklet MWS6, 
describing these companies, and 
companies whose securities they hold 
will be sent on request. 














Insull Utility Investments, 
Inc. 


Corporation Securities Co. 


of Chicago 
72 West Adams St., Chicago, Ill. 
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3 9 % Profit Sharing 
48 % Interest 


With the payment 
on February 98, 
1931, of the semi 
annual profit shar- 
ing of 2%, original holders of the 6% 
Profit Sharing Bonds of CREDIT SER- 
VICE, INC., a leader among industrial 
banking institutions, have received 
80% on their investment—with prin- 
cipal still intact and 17 years of bond 
interest and profit sharing ahead. 

The 6% Bonds, with corresponding Certifi- 


cates of Profit Sharing, are available at $100. 
A customer market is maintained. 


Mail coupon now for information. 


CREDIT SERVICE 
ASSOCIATES, Ine. 











Graybar Bldg. New York 
NAME 
ADDRESS 

M.W.-3-7-31 



































Reflecting 
Confidence 


HE numerous economies 

made possible by volume pro- 
duction in the great plants of the 
Stewart-Warner Corporation and 
its subsidiaries are invariably 
turned to the advantage of the 
user. 


That has always been the 
Stewart-Warner policy. And out 
of it has grown an abiding con- 
fidence on the part of the public, 
which is reflecting itself in the 
growth and development of the 
Corporation. 


List of products, also latest finan- 
cial report supplied by your 
broker. Or by us, direct, upon 
request. 





STEWART-WARNER 
CORPORATION 


1826 Diverse Pkwy., Chicago 
and subsidiari 
Stewart-Warner-Alemite Corp’n 
of Canada, Ltd. 
The Bassick Co. 


The Stewart Be Cling Corp's 








New York Stock Exchange 
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1090 1090 ign Last ive 
& aapay | oo ‘ la <n) le 
L High low ‘High Iew High Low s/ayn wren 
ee a a 15 80% 118 70% 86% ##T% 284 
Lehn & Fink 8 
Be EiPEe piesiadags 28 86 a1 38 24 39% sg 
Liggett & Myers Tob. B........ 80% 114 7% 91% 88 80% 5 
Liquid Carbonic 40 81 55% 41% 63% 4 
Loew's, Inc. a 82 95% 41 68% 45% 58% 3 
se-Wiles Bisouit 89% 20% 40 54% 48%O—~=«~S IK: 2.70 
TAREE eee 144 28% 8% 18% 11% im | 
Mack Truck, Ino. 55% 88% % 43 85 
Macy (R. 110 159% 81% 101 3 100 : 
Magma Oopper 85 52% 19% 27% 20% 8 
Marine Midland a 82% 17% 4% 19% 23% 1,90 
Mathieson Alkali % 29 51% 80% 31% 98% 2% 3g 
May Dept. Stores............... 108 45% 61% 27% 35% 9% 8% 2% 
MoKeesport Tin Plate ......... 82 54 89% 61 85% 71% 84% 4% 
Mont. Ward & Co.............. 156% 42% 49% 15% 29 15% 29 
N 
Nash Motor Co. ................ 1187 40 68 21 38 27 86 
National Bisouit .......... = a36% 140 os” se nt} 70 a” 2.80 
National Cash Register A.. 148 59 88% 27 38 29 86% 
ational Teed vse ae MG s10” 199% 189% 118 1s” 118% 1s eg 
National Power & Light........ 1% 23 58% 80 “% 31% 41% «21 
North American Co. ........... 186 66% 182% 57% 89% 62 87%  §10% 
r) 
Otis Elevator .....0........000. 55 22% 80% 48 58% 62% 573 r) 
RM NMR sas cc chdiso0--anse.0 a2, 88% of 16 10 oe . 
P 
Pacific Gas & Electric.......... 98% 42 14% 40 60 46 60 
Pacific Lighting ................ 146% 58% 107% is” ot sore ; 
Packard Motor Car ............ 82 18 23% ™% 11% 8% 11% 60 
ee ee — So EE ES ue = - b+ pts ro : 4 
PMELD cISGs....nseeces 3 
Phillips Petroleum .. ees: a4 44% 11% 16% 12% 14% 2 
Prairie Oil & Gas .... ee 65% 40% 54 11 19% 12% 18% 38 
Presser & Gamble 0 aGOCSCaaeC(imSSC CT] kD 
Public Service of N. J. ........ 187% 64 198% 65 89% 7 86% 8.40 
Pullman, ee se sides as. Bt) 2% 80% a7 7. 19% 63% 4 
WER ULL cecccccccccesssscescece 
Purity Bakeries ................ 148% 55 88% ss” 49% 88 48 4 
R 
Radio Corp. of America........ 114% 26 69% 11 27% 12 26% 
Radio-Keith-Orpheum 46 12 50 14 28% 15% 2214 os 
Remington-Rand é 20% 46% 14% 19% 15% 18 1.60 
Republic Steel 628% 19% 10% 5% 12 23% .. 
Reynolds & J.) Tob, Cl. B.... 66 $9 58 40 48 40% 47% 8 
ig NER 23s. lis essscgthads 64 43% 56 26% 42% 97% 40 1.34 
8 
Safeway Stores ..............00: 195 90 122 38 68 38 59% 85 
Sears, Roebuck & Oo............ isi” 20” 100 43 62% an 62% 2% 
ial MMe ON). oes an ccc ccsecee 31% 19 25% 5% 10% 1% 9% .. 
MURR TORS. scesdcinnossccssecse 188 69% 94% 11 a1 4% 860 20%_~=O—=i«#«CN 
Binclair Consol. Oil Corp........ oe 4 4 owt = 18 = 1 
elly OTD. wcccccccccsceces oe 
Bo. Cal. Edison, SE ae nae 98 45% 7 = — = 8% So 
anda: TANGBS ...seee 
Cr a ace a a a a 
ndar of Ualll..... eee 
iedient Gf.0f 5. 3............ 83 48 84% 43% 58% 45% 50% 2 
Standard Oil of N. ¥............ 48% 31% 40% 19 26 %, 25 1.60 
Stewart-Warner Speedometer .... 77 30 47 14 20% 14% 18% 
Stone & Webster ...........+.++ 201% 64 113 a 49% 87% 47 8 
Studebaker Corp. ...<.....eseees gs 88% 47 18 25% 20% 23% 1.20 
T e 
Se eS Perr ae 1% 50 60% 28% 96% 30% 84% 3 
Texas Gulf Sulphur ............ 85 42% 67 40% 55% 45% 54% 4 
Tide Water Assoc, Oil .......... 23 10 17 5% 9 6% 8% 60 
Timken Roller Bearing ......... 139% 58% 89% 40% 59 43 56% 38 
v 
Underwood-Elliott-Fisher 82 188 71% 61% 10% 5 
Union Carbide oy mer ” 106% ay 2. 55% oe 2.60 
United Airoraft TEAMS. .cciccee 
Wetted Op .-..-cseessecceses- % 9 58 18% %% 16% 7 
United sam =. Ns bien sai 4 = sh wr ae st “a 
7h fd a... 12 139% 50% 7% 654 T 6 
U. 8. Pipe & Fdy. ..........000. 95 38% 18%  %% 38% 2 
We Es ocala ncananaiins “  S a He 7 8 
De Ie Gs abd coseaness cosas: 
uv. 8 Smelting. Ref. & Mining 29 36% 17% 28 18% : 
= one cktneaass 150 198% 184% 150% 187% 148% 7 
Vanadium fines: PP a sabe ye 87% 148% 44% 15Y% 45% i+j.(10% 38 
Warner Brothers Pictures....... 64 80% 9% 18 16% 
Westors, Union Tel. Dis Sete aTai4 155 210% 128% 150% 130 1 é 
es ouse Weccccvesecs 
Westinghouse Elec. & Mfg....... 292% a 201% 8% 197 82% 1m ‘ 
.) )) eee ee ee eee 
: ae ea 108 52 72 61% 6 2.40 
Woolworth Oo, (F. W.) ----+-- — | S & am: nk Om (C. 
> 4 
Youngstown Sheet & Tube..... . 148 1 150% 69% 7 78 76% 5 


¢ Bid Price, § Payable in stock. 
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nge eam YE) YOu Hold or Are You About to Buy 
tued ) y 
ist = Div’d 
sf Motor Stocks: 
4 8 
ef 
a 
-_ 
mm @ Motor stocks, compared with their 1929 highs, sell for about 25c on the dollar. At 
‘ : such prices, it is clear, motors have been drastically deflated. 
% hem 
- 
% Wh Are motors a purchase now—or not? 
_ 
[ 2 @ American Securities Service in Special Motor Report two years ago took a bearish 
» 2 position on motors and during both 1929 and 1930 recommended no purchases but warned 
. against these stocks. Now, in view of drastic deflation in these stoeks, what market pos- 
; = sibilities do motors offer? 
H @ Our 1931 Special Motor Report analyzes the outlook soundly, also covers these specific 
: ° stocks, whether to 
is 
a 
ie Buy, Hold, Sell or Exchange— 
: Gen. Motors @ 43% Chrysler @ 221% Nash @ 36 
i ae Hudson @ 22 Hupp @ 11% Reo @ 8% 
1.60 
‘ Marmon @ 8% Peerless @ 3% Packard @ 11% 
1.34 Studebaker @ 2334 Willys-Overland @ 544 Auburn @ 203 
2% 
1 @ This Motor Report should prove valuable, just as our previous Motor Reports have 
= been. A few extra copies reserved for distribution, free—as long as the supply lasts. 
Hi 
2 
1.60 
‘3 
1.20 
t Clip Coupon at Right 
8 
4 
2.60 
“ms 
4 
| Re tert ras NN Te Oya Si etre kat ee! ae ren ETO em ee re re bas 
f 
8 e eh ° ° * 
American Securities Service 
i A S ! 
7 merican ecurities 140 Norton-Lilly Building, New York 
3 
Service Kindly send me copy of your “Special Motor Re- 
‘8 | port,” also copy of “Making Profits in Securities,” | 
a | both free. | 
2 l | 
ts 140 Norton-Lilly Building, New York | Name ....ccssscssssssssssssssessnsevee ! 
P l | 
aM MMMM is a inede esse LRNA hss caiendeoeelss 
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WORRIES GONE! 


SECOND INCOME takes 

you where you want to go! 

Under the Investors Syndicate Plan, 

surprisingly modest payments cre- 

ate an extra income with mathe- 

matical certainty. Return this ad- 

vertisement with your address for 

informative folder containing 9 in- 
come building programs. 


200,000 INVESTORS 


\ INVESTORS 
SYNDICATE 


FOUNDED -1894 
MINNEAPOLIS 


AGENCIES IN 10 
CANADIAN CITIES 






















FIRST MORTGAGE 
REAL ESTATE BONDS 
S. W. Straus & Co. 
The Prudence Co. 


Guaranteed Bonds 
and Well Known Issues 


Send for List “M” of Bonds 
Yielding6 Gto10% 


MAY & COMPANY 


Established 1918 














Digby 4—9640 32 B’way, N. Y. C. 




















$1.25 per 1000 
25,000 = .50~ 12,800 at 81.75 or 


our um at 
1.6. 2 a F) 





P per 
cohvery ie Greater New York 
ON O 20 LB. WHITE 
PARAMOUNT BOND 
utiful, Strong, S Sheet 


GEO. MORRISON COMPANY 
552 West 22nd St. New York 
SEND FOR BOOKLET OF PAPER AND ENGRA' 
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WHAT THE FIGURES MEAN 
By SPENCER B. MEREDITH 
Financial Publishing Co. 


ERE is a book which should be 
helpful to the man who prefers 
to act as his own statistician. In 

the brief space of 77 pages, it takes up 
one by one the numerous items likely 
to be encountered on the average bal- 
ance sheet and defines them in a man- 
ner which should be satisfactory even 
to one who has no knowledge of how 
the accounts originate. It should not 
be mistaken, however, as an elementary 
course in accounting. It is no more 
that than the dictionary is a course in 
grammar, but it is an excellent sup- 
plementary text. 

The material was first prepared by 
the author, a member of the American 
Statistical Association, as a series of 
talks to salesmen of one of the leading 
New York investment houses, and for 
this purpose is said to have proved 
eminently practical. 

Each account is given at least two 
pages of description, written in lan- 
guage understandable to the layman. 
Book value and other terms pertinent 
to balance sheet items are also discussed. 
In this connection, it is to be regretted 
that the author did not give some space 
to such expressions as net worth and 
capitalization which, while clear enough 
in the mind of the accountant, always 
seem to be the cause of much confu- 
sion to the average investor. 

The income statement is also dis- 
cussed but in less detail than the bal- 
ance sheet. 

Finally—and this seems by far the 
most important feature of the book— 
the author presents a series of average 
ratios based on a study of 515 com- 
panies in 32 industries. While ratios 
are certainly not the only means of 
measuring the financial position of a 
company, they are coming to be con- 
sidered of increasing importance in de- 
termining that company’s standing in 
relation to the ‘aheitey as a whole. 
The presentation, then, of a series 
covering such a wide range should be 
of considerable value to the investor 
and should aid him in comparing the 





position of his company with that of 
its competitors. M. S. D. 
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TWO THIEVES 
By MICHAEL Komrorr 
Coward-McCann, Inc. 


ie nearly two thousand years the 







memory of two thieves has been 

kept alive for us by the coinci- 
dence of their deaths with the Crucifix. 
ion on Calvary. It has been left for 
Michael Komroff to see the dramatic 
possibilities latent in these two char- 
acters about whose actual lives so little 
is known and to make of them a color- 
ful fantasy. 

Barzor, an Arab, whose infant son 
was slain by the soldiers of Herod and 
whose whole family suffered because of 
his persecutions, has long held a great 
hatred for the Jewish king. Rongus, 
his Jewish slave, who as a prisoner of 
the Romans, was rescued by Barzor 
from the tortures of Marcus Sulla, 
bears an equal hatred toward the 
Romans. ‘Together they plot to save 
Judea for the future by pitting Caiphas 
against Pontius Pilate. It is a cunning 
structure that they build—or rather 
that Barzor builds, for Rongus carries 
out the other’s bidding—but at the end, 
it crashes, covering them with its ruins, 
and Barzor and Rongus pay for their 
trickery on Calvary’s hill. 

Contrary to the treatment one might 
expect, the author has elected to deal 
with his subject in a light manner. The 
episode in which Marcus Sulla is re- 
duced from a lordly general brandishing 
his whip over the road workers to a 
chagrined and embittered man minus 
his horses and chariot and even his 
teeth is fraught with humor approach: 
ing the Rabelaisian. Only occasionally 
do we catch glimpses of the impending 
tragedy so near at hand whose back- 
ground the two rogues are to supply, 
and this through the eyes of a blind 
boy who is searching for one who can 
give him sight. 

To a reader of Coronet, Two Thieves 
may be somewhat of a disappointment. 
It lacks the depth and smoothness of its 
predecessor but it does carry realism to 
that past age. Though its characters 
lack that quality which breathes life 
into children of imagination, ¢ 
scenes themselves are produced with all 


the artistry of ld master. 
: messes M.S. D. 
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Adams Express tsa 25a se eae 6 623 ; 
American Can CO. «-.-seeeeeeeee 629, 636 
American Snuff Co. .......+++eeeeee 636 
Beatrice Creamery OSs, Sto g aa eens 639 
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General Railway Signal Co. ......... 640 
INR Clk ial cccbspsencnuets 636 
MERE TPUSIS 5.550.655.0001 80 sie oe 613 
Jewel Tea Co. ...eseeeeceeeeeeeeees 624 
Kroger Grocery & Baking Co, ...... 626 
Loose-Wiles Biscuit Co. ............ 628 
MT COG Ec ca bes evakessss 623, 640 
ey Se eer ere 626 
EE MN SCUMENE © Scccuc sss do so tN Som 550 623 
Monsanto Chemical ................. 623 
SENNA ASISCONE ACO, co dns to kVies enacts 639 
BU RROENE is og a dccs'se sais ones 623 
Sars, Roebuck & Co. .........00s00 627 
Nc, Sistas ON So Sianteis we yiae ce htaots 623 
Meerd Brands 2.230.005... 0k. eee 623 
BASU CU COO. oe sees dap tae eks 640 
memeworth COBO Weis icaeeses cece 625 

Mining 

Geemational Nickel ..2..5....26s008 623 

Railroads 
Memuaty CORD: sus s6nesesa seen ces 619 
Memeake ‘CUT: 6. bass kocic ces 619, 628 
BE COND. oon soos netinaniewar ena 619 
VAN NSO. ey ae ccs ahaa 619 

Public Utilities 
Columbia Gas & Electric Corp........ 620 
Commonwealth & Southern ......... 623 
I I i:cistin Siaes eee See tg 623, 629 
Important Corporation 

Meetings 
Senpeny s Date of 
pecification Meeting 
Amer. Home Prod, i: Mea ee Dividend 8-26 
Amer, Lt. & Traction Co....... Dividend 93-24 
Anaconda Copper Mining Co...... Directors 8-26 
Baltimore & Ohio R. R.......... Dividend 93-18 
Canada Dry Ginger Ale, Inc.....Dividend 8-16 
Corn Prod, Refining Co.......... Dividend 3-27 
Cudahy Packing Co.............. Dividend 8-20 
Eaton Axle & Spring Co......... Dividend 8-26 
Bex Film Corp............0c00.. Dividend 8-17 
Gold Dust Corp...... 2.2... eee Dividend 3-25 
y Chocolate Corp......... Dividend 3-24 
Inter, Tel. & Tel, Corp.......... Directors 3-12 
Kansas City Southern Ry, Co....Dividend  $-18 
Magma Copper Co..............2. Dividend 8-19 
Peete BPs iiik csvscck Directors 8-10 
Mew Jersey Zine................ Dividend 3-25 
New York Central BR. R......... Dividend 3-11 
ORT, Ob. 5 .ccdeisvoesaee Dividend 9-12 
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a monopoly in the food market. 


Swift & Company 


Pr eee Ce ee oe 


You will enjoy 
Swift & Company’s 1931 Year Book 





© @ e e because it tells an absorbing story of a solidly organized concern, 
dealing mainly in perishable foodstuffs, which was able to come through 
a year of general depression, and earn dividends for its shareholders. 

It shows that the source of Swift & Company’s profits largely lies in 
the elimination of wastes, and the conversion of these wastes into savings. 

The reader becomes acquainted with Swift’s marvelous distributive 
plan—with its tremendously complex system of serving producers and, 
through retailers, consumers in every community of the United States. 

The Consent Decree and its modification are frankly discussed in 
detail. And the book shows that no packer or group of packers can obtain 


Every business man, every investor, every, citizen interested in the 
source of his food supply should read this book. 


If you would like to have a copy of Swift & Company’s 
1931 Year Book, fill out this coupon and it will be sent 
to you free of charge. 





Swift & Company, 4179 Packers Avenue, Chicago, Illinois 
Please mail me free a copy of Swift & Company’s 1931 Year Book. 











Name 
Address 
City State 64SB | 
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E. extend the facilities of our 
organization to those desiring 
information or reports on compa- 
nies with which we are identified. 





Two Rector Street 
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How Silver’s Decline Affects the American 
Pocketbook 


(Continued from page 611) 
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tically all other items in China’s export list accounts, for 
most of China’s trade depression. Nor is it probable that 
the immediate effect upon American and other world trade 
of China’s rehabilitation would be anything like so great as 
that generally anticipated. The actual loss in American ex- 
ports to China in 1930 as compared with 1929 was about 
45 million dollars or a little less than 29 per cent of the 
1929 record. This loss was roughly 3.6 per cent of the total 
fall in American exports and slightly less than the per- 
centage of loss in exports to Latin America. At least 75 
per cent of this decrease in our trade to China is accounted 
for by the decline in commodity prices and the general de- 
cline in American exports. Admitting that in such times as 
these every little helps and that the rehabilitation of China 
would react favorably on the trade of other countries and 
thus eventually upon American trade it does not yet appear 
that the total result would have any material effect upon 
American trade, unless and until world price levels are re- 
stored—in which event the former trade level would be 
automatically resumed. 


Plight of Silver Producing Interests 


The effect of the collapse in silver prices upon silver 
producing countries is perhaps more serious, especially in 
the case of nations such as Mexico in which silver forms 
so important a part of national production. More than 80 
per cent of the silver produced at the present time is a by- 

roduct of the production of copper, lead, zinc, and com- 
bination base metal ores. In 1929 silver produced over one- 
tenth of the total income from these combination ores. 
This silver content is always an important and often a con- 
trolling feature in the profits of base metal mining and 
where the price of silver falls so low that profits in mining 
disappear the result is not only a loss in the purchasing 
power of the nations depending upon silver but also the 
closing down of mines resulting in unemployment and the 
general paralysis of the industry. It is probable that these 
indirect effects of the low price of silver upon the mining 
industry in the United States, Canada, and in silver pro- 
ducing Latin-American countries in the long run are more 
serious to American trade than the monetary situation in 
silver using countries. Inasmuch as the United States has 
close to 1,200 million dollars invested in mining enterprises 
in other countries, a large part of which is concerned in the 
production of silver in association with base metals or gold, 
the price of silver is of material importance from an Ameri- 
can investment standpoint. 

It was naturally to be anticipated, of course, that the 
price of silver would decline in harmony with the general 
decline in commodity prices the world over but the decline 
in the white metal’s value has been much greater than the 
general commodity decline and has been due to special 
causes, chief of which has been a decreasing use of the 
metal for monetary purposes. Undoubtedly the present 
situation is due primarily to the action of the Indian gov- 
ernment in 1926 in shifting from a silver rupee to a gold 
exchange basis for Indian currency. This action not only 
forecast a decreased demand for the metal for coinage 
Pp in India itself but also forecast a dumping 
upon the market, potentially at least, of over 400,000,000 
ounces of the metal in the ensuing ten years. While up to 
last accounts only 83,000,000 ounces of this silver had been 
sold, the Indian government is behind its schedule of sales 
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and the pressure of so great a stock of silver ready to fy 
thrown upon the market in secret sales has had a constantly 
depressing effect. The shift of Indo-China from a silver 
to a gold basis early in 1930 added to the depressing effect 
while in the past few years tons of silver have been thrown 
on the market by Great Britain, France, Belgium and other 
nations as a result of the debasement of their subsid; 

coins or the substitution of paper or base metal fractional 
currency for silver. Nevertheless the price of the metal 
bore up rather well so long as China was in a position to 
buy and in spite of civil war, increasing indebtedness, dis 
order and other interference with production China cop- 
tinued to buy well through 1929. With the advent of 
world depression and its gradual accentuation in 1930, how- 
ever, China not only ceased buying in normal volume but 
silver stocks in Shanghai were greatly augmented by con. 
signments from the interior of the country sent for safety’s 
sake. With production continuing in only slightly de. 
creased volumes and with constant addition to stocks from 
other sources the present collapse has become inevitable. 


Possible Course to Recovery 


Tracing down the causes of the present depression in the 
metal in this manner, there may be indicated, by reversing 
the process, the only way out,—if any. Under present 
conditions any improvement in the silver market most come 
from an increased demand and take off in China and this 
is possible, primarily, only by enabling China to increase 
its exports not only for the purpose of enabling it to buy 
silver and other foreign products but also to avoid the sale 
of silver to meet the demands upon it for gold, exports of 
which have been a feature of the country’s international 
finances during the past year. The next step in the process 
naturally would be to stop the debasement of subsidiary 
coins in Europe and, if possible, induce European nations 
to use more silver in their currency. 

A further step would be to induce the government ot 
India to reduce the gold parity of the rupee from thirty-six 
cents to the old rate of thirty-two cents and thus reduce 
the demand upon it for gold exchange which has made the 
sale of silver imperative. Back of all these steps to partial 
recovery, retracing step by step the downward course of the 
metal, is the old, old question of a return to a bimetallic 
system, a question mooted these days not so much by “boy 
orators of the Platte” as by students of finance who fear the 
inadequacy of the world’s gold stocks to meet the increasing 
demand upon them in the face of prospective reduction in 
gold production. 

In all these discussions there is ever present the fact that 
the production of silver is only partly subject to the laws 
of supply and demand. It comes largely as a by-product 
of the production of other metals and will probably increase 
as the production of copper, lead, zinc, and their combina- 
tions increase to meet world demand whether there is any 
demand for silver or not. Silver comes, year after year, 
however unwelcome a guest it may be. On the other hand 
the demand for and price of silver reacts upon the price,— 
or at least the cost,—of copper, lead, and zinc and in 
timately concerns the industry of the world. 

As a result such companies as Anaconda, Kennecott, 
Calumet and Arizona, Magma, Cerro de Pasco, and 
American Smelting have suffered not only from the 
decreased revenue from their silver output but from 
the indirect effect of the low level of this metal on the 
price of their chief commodity, copper. Many of the gold 
mining companies are similarly handicapped and genuine 
relief cannot be expected until some measure of recovery in 
silver value is experienced. 

Consuming industries are to a lesser degree, affected in an 
opposite manner. That is to say Eastman Kodak, Inter: 
national Silver and various chemical manufacturers can of 
course acquire their raw material more cheaply and enjoy 
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High Tension Transmission 
Line of Tri-Utilities System 


Sending the Watt 


’ to Market 


Giant transmission lines—the delivery 
service of the electric industry—stride 
on feet of steel across rivers, through 
forests, over mountains and prairies. 
Country-wide, they enter cities and 
villages, carrying electricity for a 
thousand needs. 

These mammoth lines have made 
possible electrification of factories and 
homes. Because of them, abundant en- 
ergy can be supplied at low cost. 

The possibilities for future trans- 
mission of electric power are great. 
Eventually, the entire country will be 
criss-crossed with an interconnected 
network of transmission lines, serving 
the needs of the nation. 

Tri-Utilities Corporation controls a 
system of electric light and power, 
gas and water companies, serving 
4,500,000 people in 26 states. Its se- 
curities offer investors diversification 
and stability, plus the attractiveness 
of an ever widening market. Write for 
booklet M-3 


G.I. OnHRSTROM & Co. 


INCORPORATED 
36 Wall Street - New York City 
BRANCHES IN TWENTY PRINCIPAL CITIES 
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the advantage provided they have 
escaped inventory losses incident to the 
decline. 

Would the proposed international 
conference for the rehabilitation of the 
metal have the desired results? Cer- 
tainly silver is worth an international 
conference although the prospects for 
successful results are doubtful. The 
reasons which have led the Indian gov- 
ernment to adopt a gold exchange 
standard are powerful, however inop- 
portune the time chosen for the change 
and however unwise the lifting of the 
rupee’s value to 36 cents may have 
been. The debasement of British and 
continental coins and the use of base 
metal or paper circulation in other 
countries in place of silver have to do 
with national finance in nations sorely 
pressed by debts, taxes and the in- 
evitable results of war. Few of them 
have vital interests in silver production; 
possible trade benefits by giving up 
present currency economies are rather 
uncert~. and inchoate; the difficulties 
of inducing nations with so divergent 
interests to agree to sacrifices in com- 
mon are great. Reform by international 
conference involving separate later ac- 
tion by individual governments with 
unavoidable political reaction is a slow 
process at best while in the meanwhile 
China, the last fortification of the silver 
cohorts, will slip to a gold standard just 
as soon as it can find a way to do so. 

In any event the first step in any 
plan for the recovery of the standing 
of silver is the improvement of political, 
trade, and financial conditions in 
China. If silver is what China needs it 
never has had a better opportunity to 
buy it at bargain rates than right now. 
What China needs is not more or 
higher-priced silver, necessarily, al- 
though a return to a more normal value 
of the metal would be beneficial, but 
more gold credits obtained by a resump- 
tion of more normal exports. With the 
establishment of stable political condi- 
tions and the resumption of normal 
trade in China will come a normal de- 
mand for silver,—not such a demand as 
will lift the metal out of the morass in 
which it lies but which will at least be 
of great benefit in connection with any 
other increased use of the metal which 
may be induced by international con- 
ference or otherwise. 








Among the Low-Priced Shares 
(Continued from page 623) 








Frank G. Shattuck Co., now selling 
around $26 a share and paying $1 in 
dividends, plus extras, an equity in a 
restaurant chain and candy business 
may be obtained. It is estimated that 
the company will show earnings for 


1930 between $1.70 and $2 per share 
on its common stock. Should a chain 
grocery commitment be desired there ig 
the Grand Union Co. which can le 
bought for about $15 per share. This 
company has steadily bettered its posi. 
tion. Total sales for 1930 were about 
10% ahead of those for the correspond 
ing previous period and it is estimated 
that earnings for last year of not less 
than $2 per share on the common stock 
will be reported. 

The low-priced common stocks al- 
ready mentioned have all been of a 
more or less speculative character but 
should even an exceedingly strong in- 
vestment issue be desired it also can be 
obtained in the low-priced field. The 
General Electric Co. has an issue of 
“special stock” outstanding in the 
amount of 4,293,248 shares. This 
stock has priority over the common as 
to cumulative dividends at the rate of 
$0.60 per share per annum and may be 
redeemed by the company at $11 per 
share and accrued dividends on 90 
days’ notice. Earnings on this issue for 
1929 were equal to almost $16 per 
share or about 26 times dividend re- 
quirements. It is currently quoted 
around $12 to yield 5%. 

Although a number of issues having 
widely diverse interests have been men- 
tioned, possibilities in the low-priced 
field have by no means been exhausted. 
There are many others. Common: 
wealth & Southern, selling around $10 
a share, Monsanto Chemical at $24, 
Remington Rand at $16, Standard 
Brands at $19, to cite but a few of the 
many possible examples. Indeed, there 
is such a wide choice that a man hav 
ing decided upon the type of enterprise 
and the caliber of security in which he 
wishes to invest need go no further 
than. the low-priced listed stock field in 
order to satisfy his every requirement. 








Columbia Gas & Electric Corp. 
(Continued from page 621) 








future earnings of the system. The 
satisfactory working out of the ambi 
tious extensions into eastern seaboard 
territory holds promise for greatly en 
hanced earnings. As previously men 
tioned, capitalization has expanded in 
conformity with this rapid development 
and awaiting realization of earning 
power on additional facilities, current 
results are abnormally low and obscure 
somewhat the longer range possibilities. 
The common stock is currently sell 
ing for about 40 as against a high last 
year of 87 and a low of 30%. The 
current price is slightly less than 23 
times last year’s earnings per share, @ 
liberal valuation in comparison wi 
other utility equities, but reflects ut 
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ubtedly the greater future prospects 
e the euekere The yield obtainable 
on the basis of the present $2 dividend 
is $9, a suitable return for the average 
purchaser of stocks who is looking for 
income as well as possibilities for ap- 
preciation. The stock represents an 
attractive equity in an Eastern super- 
project, in addition to its already 
well established gas and electric busi- 
ness from its older properties. 
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Trade Tendencies 
(Continued from page 634) 








in individual instances this result would 
till obtain even should the dollar value 
indicate a decline of nearly 50%. It 
is apparent then that business still has 
considerable slack to reel in before any 
sustained general productive activity 
will be warranted and it would also 
appear from the rather poor showing 
made by the manufacturers that the ad- 
verse factor of stocks in consumers’ 
hands had not been exaggerated and is 
a modern development which must be 
remembered in the future. 
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Public Service of N. J. 


Public Service Corporation of New 
Jersey has issued rights to common and 
preferred stockholders of record Janu- 
ary 31 to subscribe for the $5 cumu- 
lative preferred and not the common as 
was erroneously stated in the February 
7, 1931, issue of this publication. 











Important Dividend 
Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’l Amount Stock Pay- 
Rate Declared Record able 
$2.00 Amer. Loco, Co........ $.50 813 3-81 
4.00 Chic, & No. W’n R.R.. 1.00 8-2 3-81 
2.00 Chile Copper Co........ 50 8-6 8-80 
8,00 Columbia Pictures Corp. 
env. PRs. ssassines 16 
1.20 Deere & Co. ......c.00 30 


2-18 8-2 
8-14 41 
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8-20 410 
41 415 
8-20 41 
8-20 415 
8-10 41 
8-13 8-81 
86 8-28 
8-9 8-20 
8-12 3-31 
8-81 420 
8-2 3816 
8-10 41 
8-10 4-1 


6.00 Int’l Business Mach.... 1.50 
4.00 Jewel Tea Co. Inc..... 1,00 
1,00 Kinney (G. R.) Co., Inc. .25 
2.80 National Biscuit Oo.... .70 
2.60 National Dairy Prod.... .65 
5.00 National Lead Co...... 1,25 
4.00 Paramount Publix ..... 1,00 
2.00 St. Joseph Lead ....... 50 
5.00 Underwood-Elliott-Fisher 1.25 
2.00 U. 8. Pipe & Fdy...... -50 
4.00 United Strs. Corp. Pfd.. 1.00 
7.00 Worthington P. & M.“‘A’’ 1.78 
6.00 Worth’ten P.&M. “B” 1,50 
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We recommend the purchase of 


American Commonwealths 


Power Corporation 
Class A Common Stock 


Traded in on the New York Curb Exchange 


Earnings available for Reserves, Federal Taxes, and 
Class A and B Common stock for the year ended 
December 31, 1930 were equivalent to $2.52 per share. 


Present dividend rate on Class A Common stock is 
at the annual rate of 10% in Class A Common stock. 


G. E. Barrett & Co. 


Incorporated 
40 Wall Street, New York 


Chicago Boston Philadelphia Pittsburgh St. Louis San Francisco 





























UNITED FOUNDERS 
CORPORATION 


vW 


A holding company controlling 
United States Electric Power 
Corporation and American 


Founders Corporation. 


a 




















THEODORE GARY AND COMPANY 
KANSAS CITY, MISSOURI 


Ninety-First Consecutive Quarterly Dividend 
The regular quarterly dividend for quarter ending March 
31, 1931 of 40c per share on the No Par Preferred Stock has 
been declared payable April 1, 1931 to stockholders of record 
as of the 16th day of March, 1931 at 3 P. M. The usual divi- 
dend on the Common Stock has been declared payable April 
1, 1931 to stockholders of record as of the 31st day of 
March, 1931. 

(Signed) C. A. BENNETT, 
March 6, 1931 Senior Vice-President and Treasurer, 
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Sears, Roebuck & Co. 
(Continued from page 627) 











very satisfactory manner. At the end 
of 1930 the company actually was in 
stronger financial position than at the 
end of 1929. 

Working capital, for instance, stood 
at $91,917,724 against $85,855,479 the 
year before, cash and negotiable securi- 
ties were $27,562,973 against $25,079,- 
585; inventories were reduced to $60,- 
090,365 from $77,937,239; while bank 
loans likewise were cut down to $17,- 
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030,000 from $30,798,000. Total cur- 
rent assets amounted to $134,901,647 
against total current liabilities of $32,- 
983,923, indicating a ratio of 4.1 to 1. 

The justification of Sears’ venture 
into the retail store field on a large 
scale, a policy initiated in 1925, was 
borne out last year. Sales of the retail 
stores and mail order business naturally 
dropped off sharply, but the decrease 
was larger in the case of the latter. 
During a period of slumping prices, the 
mail order department is under a 
handicap because the general catalogues 
from which rural and other mail cus- 
tomers order do not contain the newer 
and lower schedule of prices, conse- 
quently, during the latter part of their 
six months’ lives they fail to attract 
business. 

The retail stores, on the other hand, 
need not labor under this handicap as 
lower prices can immediately be passed 
on to the customer. The 1930 retail 
profits actually fell little below the 
1929 levels, reflecting in part the afore- 
mentioned as well as improvement in 
operating methods and also a larger 
number of stores. The large and rela- 
tively long-established class A or retail 
department stores gave a particularly 
good account of themselves and an in- 
creasing number of the smaller class B 
stores began showing profits during the 
year. 
Sears began slowing down its retail 
expansion program in May, 1929, and 
practically brought it to a close in the 
Fall of that year. The limited expansion 
last year was mostly in the class C or 
small tire and radio store, but most of 
the company’s efforts were concen- 
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trated on improvement in retail operat- 
ing methods and results. 

The probability of more stable prices 
this year will aid Sears tremendously, 
first by aiding sales, especially in rural 
territory, and secondly, through obviat- 
ing inventory losses. The purchasing 
power of the agricultural districts has 
shrunken a great deal in consequence 
of the extremely depressed prices for 
their products and the best that can be 
hoped for is a gradual improvement. 
With about half of its sales now being 
derived from its retail stores, however, 
many located in or near big industrial 
centers, Sears is less dependent upon 
the agricultural districts than previ- 
ously. As general business takes on a 
brighter hue, therefore, Sears should 
experience wider demand for its prod- 
ucts. 

Gross sales, because of lower prices, 
may be under those of last year but the 
margin of profit will probably be well 
maintained. The gross in 1930amounted 
to $390,382,107 and net income $14,- 
308,897, equivalent to $3.01 per share 
on the common stock, against $6.62 in 
1929. The dividend is at the rate of 
$2.50 in cash and 4% in stock, afford- 
ing a yield on the stock of 4.3% in 
cash and 8.3% total on the current 
price of 58. The outlook for the com- 
pany is favorable and the stock is en- 
titled to favorable consideration over 
the longer period. 








Who Own the Railroads?— 
the Public 


(Continued from page 619) 








going figures and assertions, un- 
doubtedly some one will repeat the 
familiar question, “Who owns the 
railroads?” Again the answer must 
be, “The people,” in spite of all the 
millions of stock held otherwise. Re- 
member that the 160 Class I railroads 
of the United States have in the neigh- 
borhood of 840,000 stockholders, most 
of whom are individuals with a few 
shares each. 


The Big Holders 


Among the other salient features of 
the report as to “the manner of control 
exercised over 160 railroad companies” 
are the following: “13 of these com- 
panies, with less than 3,300 miles in 
operation, are controlled by industrial 
corporations; 31 companies, with an 
aggregate of nearly 30,000 miles, are 
controlled by individuals or families; 
control of most of these 30,000 miles is 
with the Van Sweringens. 32 rail- 
roads, with 47,000 miles operated, have 
their securities held in large part by 
one or more interests; 62 railroad com- 


panies, with a total of over 146,009 
operated miles, show no marked con, 
centration of ownership.” 

Especial attention is directed by Mr 
Parker to a feature of the report of his 
committee that never has received gen- 
eral comment. The I. C. C. general 
ph plan of December, 1929 
provided for 19 geographical groups 
for all the railroads 9 the United 
States. Mr. Parker said, “Some 
people have wondered why the Com- 
mission did not recommend more sys 
tems. The report reveals that 15 
major groups now control 210,000 
miles, or nearly 85% of the railway 
mileage of the entire country.” These 
groups are the leading railroad sys 
tems as now constituted, but their 
shares are widely distributed among 
the people. 

That the steam railroads of this 
country make up one of its greatest 
enterprises, in spite of all their hand- 
icaps in recent years, is a fact that their 
840,000 owners should bear constantly 
in mind, and is clearly established by 
the following figures in the House 
Committee report: As of December 
31, 1921, 160 Class I Railroads op- 
erated 242,000 miles of road. Gross 
capital approximately $23,800,000,000; 
operating revenues $6,280,000,000; 
operating expenses over $4,506, 
000,000; wages about $2,897,000,000; 
taxes $397,000,000; interest approx- 
imately $500,000,00u. Mr. Parker 
most fittingly observed that “these fig- 
ures emphasize the importance of the 
railway systems to the American 
people.” 

e foregoing gives a rough idea of 
how American railroads are owned 


. and controlled, without special reference 


to holding companies. As they really 
caused the investigation and report 
with which we are dealing to be made, 
and as the shares of three of those 
companies with which Congress and 
the I. C. C. are most vitally concerned 
—Alleghany, Pennroad and Chesa- 
peake Corp.—are widely held, special 
consideration should be given to their 
position, as disclosed by the report. 
The importance attached to them by 
the House Committee is clearly shown 
by the fact that of the 1742 pages in 
its entire report they occupy 698. 
Owners of these shares and bonds are 
most interested right now as to 
whether if the I. C. C. gets control of 
the holding companies they will be 
wiped out or regulated, as the railroads 
are. In this connection listen carefully 
to what Chairman Parker said in pre 
senting his report. He admitted that 
the investigation by his committee in- 
cluded the getting of “an expert 
opinion by an eminent economist as to 
whether the holding company in the 
railway field should be outlawed or 
regulated.” “For the consolation of 
owners of holding company shares,” he 
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IMPORTANT ISSUES 
Quotations as of February 26, 1931 


1931 Price Range 


Becent 


a 
Name and Dividend High Low Price 


Aluminum Co. of Amer....... 178 140% 168 
Aluminum Pfd. (6).......... 108% 106% 109% 
Amer, ge ARR 12% 1% 11% 
Amer, Gas Elec. (1).....-.. 97% 70% 85 
Am. Lt, & Traction (2%) 61 43 50% 
Amer, Superpower (.40)..... 17% 9% 16% 
Assoc. Gas Elec, ‘‘A’’ (2)... 28% 17% 22% 
Brazilian T. L. & P. (8%).. 27% 21 26% 
Central States El. (Stk. 10%) 12% 9 11% 
Cities Service (.30).....-.... 15 19% 
ties Service Pfd, (6)...... 84% 79% 84% 
Comwith Edison (8) ........ 256 221 256 
Cons Gas of Balt. (3.60) 101 82 100% 
Consolidated Laundries (1).. 15 10 14% 
Sg Ebeeebneseeo seins 11% 6% 11% 
Esa bh eaee schist az anit x 
Deere & Co, (1.20)........+. 
Durant Motors ......--..... 2% 1% 2 
. Bond Share (6% Stk.) 61 40 59% 
Fort Motors of Can, A (1.20) 28% 21% 28 
Ford Motors of France (.28). 9% ™% 9% 
Ford Motors, Ltd. (.87%)... 19% 114% 17% 
Fox Theatre A .......++.++- 6% 4% 5% 
General Baking .......-...- 1 % &% 
General Baking Pfd. (3).... 35 27 281, 
Gen. El, Ltd. rots, Eng. (.70) 11% 10% 11 
Glen Alden Coal (8)........ 60 50 51 
Goldman Sachs T. ........- 10% 5% 10 
Gulf Of) (1.6).....0--. 2.000 15% 68% 70% 
Hecla Mining (.40).....-... 1% 5% 1% 
Humble Oil (2%).......+.+- 57% 65 
Hygrade Food Products..... 3% 2% 8% 
Insull Invest. Inc, (Stk.6%) 49% 29% 47 
Insur, Securities Inc. (.70).. .9% 6% 9 


1931 Price Range 
nt 

Name and Dividend High Low Price 
Internat, Pet, (1) .......... 15% 18% 14% 
International Utilities B..... 10% 5% 10% 
Lone Star Gas'(1).......... 29 24 28%, 
Metro Chain Stores ......... 4y% 1% 4 
Mid West Util (8%)........ 24% 17% 24% 
Mo, Kansas P. L, (Stk. 10%) 11 5 8% 
National Fuel Gas (1)....... 21 “4% 
Newmont (4) ........0s005- 41% 57% 
Niagara Hudson Power (.40) 14% 9% 14 
Niagara Hud, Pr. A Warr... 3 1% 2% 
Niagara Hud. Pr, B Warr... 8 5% 1% 
Noranda Mines ............ 18 144% 18% 
North. States Power A (8).. 138 123% 1 
North. States Pr. Cum. Pfd (6) 98% 95% 98% 
Novadel-Agene (4%) ....... 51% 388% 50 
Pennroad Corp. (.20) ....... % 6% 1% 
Ruberoid Co; (4) ......-.+.. % 85 
Safety Car & Heat, (8)..... 90% 81 83% 
St. Regis Paper (1) ........ 9% 18% 18% 
Salt Creek Producers (2) 1% 6% 7 
Stand. Oil Ky. (1%)........ 5% 23 
Stand. Oil-Ohio (2%)........ % 64% 
Standard Oil of Ind, (2).... 38% 84% 34% 
Stutz Motor Car ............ 25% 18% 238% 
Transcontinental Air Trans.. 6% 35% 5% 
DRIED cic eb ab o¢0099$6 0s 9% 65 8 
Tubize Chatel ‘“‘B”’ ......... 16 8% 11% 
Ungerileder .....cccccccccee. 29 21% 28 
United Lt. & Pow. A (1)... 88% 32% 
United Lt. & Pow. Pfd. (6). 103% 94% 103% 
United Gas Corp............ 11% 1% 11% 
Utility & Indus, Corp. ..... 9% 5% 9% 
Utility Pow, & Lt. (1.02%). 14% 9 144% 
Vacuum Oil (4)...........+. 68% 62% 


——— SS eee 


added, “it seems clear to me that you 
{Congress} have the power to correct 
the abuses, to remedy the evils, to sub- 
ject the holding company to reasonable 
regulation without being reduced to 
the necessity of destroying it.” 

This means that if Congress and the 
I. C. C. agree with Mr. Parker, rail- 
road holding companies will be per- 
mitted to continue their existence, but 
it does not follow that if the I. C. C. 
gets control of them they will be al- 
lowed to hold all the railroad stocks 
that they now have in their portfolios. 

The very next day after Mr. Parker 
submitted the report of his committee 
to the House he introduced a bill to 
give the I. C. C. authority over railroad 
holding companies. The measure was 
taken up briefly in committee, but that 
was all that was done before adjourn- 
ment of Congress. The committee may 
hold hearings during the Summer. Ex- 
tended discussions is likely when the 
increase comes up in the House. 

There wovld not seem to be any 
good reason for selling shares of rail- 
road holding companies just now. 

It is in order to note the holdings 
of the principal railroad holding com- 

anies and the extent to which those 
holdings represent control of individual 
railroads and the railroads of the 
United States taken as a whole. While 
they are large enough for control of 
some individual companies they by no 
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means represent control of all the rail- 
roads. 

The principal holdings of four of the 
leading holding companies are given 
in accompanying tables. 








New Mass Distribution Must 
Rescue Mass Production 
(Continued from page 607) 








posedly restricted purchases was hardly 
14% less than during the year 1929, 
which was about the same as 1928 in 
retailing. 

This was not true of specialty stores, 
many of which reported decreases in 
dollar-sales of 15% to 25%, but here 
again there was a correspondingly 
greater decline in retail prices. All re- 
tail sales figures in department stores 
and the general merchandise chains, 
during the early months of 1931, 
should be read with the fact in mind 
that any decrease less than 12% to 
15% in dollars means an actual in- 
crease in the quantity of goods sold. 

Chains in the general merchandise 
field fared about the same as did the 
department stores of equal manage- 
ment efficiency. In both types of or- 
ganization there were brilliant excep- 


tions to the average record of per & 
formance, and in the chain field mog ff} 
companies added units whose sale: fil 


helped the comparative showing. (See ff 





table.) Study of the figures, and firs. |= 


hand knowledge of the conditions, coin. 
cide in the conclusion that no one price. 
class showed a pronounced advantage 
over another price-class in the matter 
of relative sales volume or in the mat- 
ter of earnings, dissipating the belief 
that in hard times people turn to the 
cheaper stores. What they want is the 
same grade of commodities, at the 
lower price levels, from the same 
stores. 

The department stores and _ the 
chains which made the best showing in 
1930 were those which had the beg 
managements in 1930 and which had 
made the best preparations during the 
year or two preceding. About the 
only exceptions were those stores which 
were so unfortunate as to be located in 
cities which depended largely upon in- 
dustrial payrolls and tourist trade, in 
which case the best that good manage: 
ment could do was to limit losses and 
conserve good-will. The accompany 
ing tables provide interesting confirma- 
tion of these general conclusions. 


Old vs. New Outlets 


It seems likely that, as between the 
two alternatives of reconstruction of 
existing agencies of distribution on the 
one hand, and creation of new agen: 
cies or new methods on the other hand, 
the existing agencies have the advan- 
tage. Looking them over as individual 
companies or individual stores, we face 
the triple question of how, when and 
whether this one or that one will re 
construct its methods of merchandising 
and its management policies—how, 
when and whether it will even survive 
the insistent and fundamental changes 
which retailing must face within the 
next few years. But as a whole, it is 
a safe deduction that the present forms 
of retail distribution will survive with 
little outward change. 











The outstanding stores and the well: 
established chains now in the field are 
managed by a type of chief executive 
which is equalled but not surpassed by 
the best brains in the manufacturing, 
transportation and banking fields. They 
are equal to any demands which chang 
ing conditions may make upon them— 
as a group, that is. Individual stores 
and companies must be excepted, for 
there is yet a good deal of “familyitis” 
or what one leading retailer calls 
“Crown Prince Management” in 
institutions, which must work itself out 
before such concerns can be classed as 
attractive investments. 

Retail securities are more or les 
under a cloud at present, and that is 
one reason why they are worth looking 
into. They have been, with few excep 
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Capital and sur- 


Conservative—dependable. 
lished in 1921. 


plus, $4,600,000. 

8 semi-annual dividend 
1, 1931. Total for 1980, 

Reference, any bank in Fort 

Worth. 
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CAPITAL AND SURPLUS 
$4.500.9000.0°0 
Fort WoRTH. TEXAS 


UNDER SUPERVISION oF THE “es 
STATE BANKING DEPARTMENT 
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Building, & Loan (ql | Association 








6% sHARE 


Payable by check January 1st, and 
ist. No coupons to bother with. 


FULLY PAID 


Ss 


July 


Installment and Prepaid Shares are fully 
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than 7%. 

Solicits only investments to one pe 
of $100.00 to $2500 in. lump sums. Ins 


rson 
tall- 
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and 


not more than Soar The average at 


this time being $2407.00. 
= for literature and financial 
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PEOPLES BUILDING & LOAN ASSOCIATION 


Resources over $3,400,000 
108 Texas Street 


El Paso, Texas 








FULL PAID AND PRE-PAID 
ASSETS OVER $1,000,000 


1% 


COLONIAL BUILDING 
OF TEXAS 
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Double your money 
in 12 years with Safety 


New issue of Progressive 6% Coupon Shares, 
dividends payable semi-annually. At this 
rate $1,000 grows to $2,000 in 12 years. 


83 Monroe Ave. 


Deposits as low as $5.00 monthly accepted, 
Under supervision of State Banking Dept. 
Write for full details and financial statement. 
Progressive Bldg. & Loan Assn, 
Memphig, Tenn. 
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Va % 5-year 
Guaranteed 
E| Income 
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Careful investors in 46 states and ™ 
11, Nations own our Certificates. 
Issued for cash or on 10 Pay Plan, 
Colorado’s largest Guaranty Cap- 
ital Association. State supervised. 


Co-operative Banks, Homestead 
Ass’ns and Bldg. & Loan Ass’ns i 
are identical institutions. 

@ Learn of Monthly Income Plan— § 
Fr safety —tax exemption — avail. | 
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Home 
Building and Loan Co. 


16 and 18 Laura Street 
JACKSONVILLE, FLORIDA 


ASSETS $2,840,133.91 


Each quarter since organization 
in 1921 this Company has 
earned and paid dividends at 
the yearly rate of not less than 


1% 


Full Information on. Request 
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aving systematically is 
one reason why so m ny people are 
financially successful. You too can 
get the habit"of saving regularly 
by subscribing to our monthly in- 
stallment shares. Write for descriptive 
literature and convince yourself: 
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Semi-annual trips to preserve 
HEALTH 
are the fashion— 
TLANTIC CITY 
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EA 
both contribute immeasurable benefits to those who need 
vacations and recreation— 
and who doesn’t? 
Sunshine—Salt Breezes—Savory Food are synonymous with 
pony City and Hotel Chelsea—on the Boardwalk—10 
story fireproof addition—Special Spring Rates! 

J. B. Thompson & Co. 

Owners and Operators 





100 Share or Odd Lots 


Your orders, whether large or small, 
receive the same careful attention— 
always ... Consult our Statistical De- 
partment freely on investment matters. 


Write Dept. MG-8 


(HisHoim & (HaPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 





























MARKET STATISTICS 


N, Y. Times 








N.Y. Times —Dow, Jones Avgs.— -—50 Stocks—, 
40 Bonds 30 Ind 20 Rails High Low Sales 

Monday, February 16 ......... 85.17 182.88 110.15 165.14 161.52 3,154,090 
Tuesday, February 17 ........ 85.06 179.55 109.42 165.89 160.90 4,004,000 
, February 18 ...... 85.16 181.10 109.52 164.98 161.34 2,842,146 
Thursday, February 19 ....... 85.25 184.46 110.33 165.63 162,70 2,484,550 
Friday, _ SS 5.29 188.22 110.24 168.26 165.51 3,834,955 
Saturday, February 21 ........ 85.87 191.32 111.53 170.15 167.1 2,434,740 

Monday, February 28 ......... HOLIDAY — EXCHANGE CLOSED 
ay, February 24 ........ 85.41 194.36 111.68 178.07 168. 5,300,020 
Wednesday, February 25 ..... 84 190,72 110,83 172,22 167.99 4,388,942 
Th y, February 26 ........ 85.85 192,23 110.97 172.39 168.22 4,619,099 
Friday, February 87 ,......... 85.30 190,34 110.79 171.83 167.77 8,713,244 
Gaturday, February 88 ....... 85.27 189.66 109.99 168.60 166.10 1,748,170 
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tions, thoroughly deflated. Common 
stocks of the leading stores and chains 
have wilted with little uke A 
stimulus to a little more than one-thi 
of their 1929 levels. There was a 
semblance of recovery last spring, a 
recession, and then a more substantial 
gain recovery in early summer. The 
same thing, undoubtedly, will happen 
this year. 

Following last summer's recovery, 
there was a sharp decline to depths 
even below the sub-cellar, influenced 
probably by sharp recessions in i 
commodity prices. That the drop to 
such levels is not justified is well 
illustrated by the earnings statements 
which have been made public to date, 
showing no such loss in profits as was 
anticipated, net worth at present price 
levels well above the current market 
quotations, and a stronger cash posi- 
tion than ever before. 

Replacement prices of manufactured 
products seem to have reached bottom, 
and are even starting to rise in some 
lines. Stocks of merchandise are ‘way 
below normal, and buying to round out 
depleted stocks is already under way. 
Unless the equilibrium is upset, retail 
prices are scraping bottom right now, 
for the competition for sales volume 
lately has caused them fully to reflect 
current levels of producer prices. It 
would seem, then, that there is every 
likelihood of increased earnings in 
1931, and no justification for a drastic 
reaction in retail securities, or store 
stocks, this summer such as was experi- 
enced following the early summer ad- 
vance last year. In addition, there is 
at least a 25% margin between present 
quotations and the average that pre- 
vailed during the first half of 1930. 

When conditions become normal, 
there will recur with greater emphasis 
than ever the demand upon distribu- 
tion to provide as unobstructed chan- 
nels as possible, for the flow of mass 
quantities of manufactured goods into 
the hands of consumers. Retailers can- 
not avoid the issue, nor can the func- 
tion of retailing be eliminated. It is 
possible that some new type of retail 
organization, different in its essentials 
from the types now found in the field, 
will emerge. It is much more likely that 
the present types will gradually change 
their methocs and management policies 
to meet the ever-increasing demand, 
and that the changes will permit the 
preservation of at least the likeness of 
these present types—the independent 
stores, the groups and the various 
classes of chains—and in most cases the 
present institutions, In the process of 
enforced change, a great many sound 
institutions will emerge | gger and bet- 
ter than ever, especially from the in- 
vestor’s point of view, and others of 
inadept management will fall by the 
wayside. 

It is our purpose in the concluding 
656 


article, to appear in the ensuing issue, 
to describe some of the new trends that 


are developing in at least four distinct 


sections of the retail field, and to show 
how these all point to the same conclu- 
sion. We discuss some of the problems 
facing the chains, the department stores 
and the independent retailers, the up- 
set in the mail-order business, the pros 
and cons of the abnormally low inven- 
tory condition throughout the retail in- 
dustry and the likelihood of early re- 
sumption of consumer-buying, both in 
casual or essential merchandise and in 
luxury or non-essential merchandise. 

Tables accompanying the current 
article contain such earnings statements 
as were available in February. Supple- 
mental tables will accompany the con- 
cluding article, bringing the informa- 
tion up to that later date. 








An Argument Against ‘Stock 
For Long Term Investment” 
(Continued from page 631) 








at low prices! In this way you reap a 
profit going and coming, and receive a 
good return in the way of bond cou- 
pons, in the meantime! 

It looks simple, and it is. During 
times of depression, such as have just 
passed, good stocks should have been 
accumulated. They should be put 
away for safe-keeping. They should 
be watched, through the medium of a 
good financial periodical, and also, if 
possible, through an analytical organi- 
zation. As the general price level 
reaches a high elevation, stop-loss or- 
ders should be placed somewhat below 
the market, where they are not likely 
to be caught by reactions, but where 
they will protect against a real crash. 
As the market rises, push up the stop- 
loss selling prices, also. Never lower 
it again. If you are sold out, bank the 
money for a time. When the final 
frenzied stages of the bull market have 
apparently arrived, sell out everything. 
At least, sell half of your holdings. 
Keep the stop-loss orders on the rest. 
Don’t buy in again; bank the money, 
and leave it there for the duration of 
the bull movement. It would be best 
to sell everything, and forget possibly 
greater profits you might have made. 
It is a time of peril: better to be safe. 

Then wait for the inevitable crash. 
Take no one’s advice that it won't 
come. It will. 

When it does, buy good bonds. Buy 
carefully, for a critical period for busi- 
ness is ahead. Then wait. 

When bond prices have risen, and 
the depression seems to have run its 
course (watch the financial magazine 


for high grade opinions as to this), 
sell the bonds, and accumulate well 
chosen stocks. 


You will now have completed a full 
cycle, and if you have acted with ip. 
telligence, with patience, with stamina 
and with due caution, a very material 
increase in the worth of your holding 
must be the inevitable reward. 





Seeiiieel 


World Prosperity Waits On 
Our Recovery 


(Continued from page 604) 











precedes a domestic revival, or vice 
versa, we are on difficult ground. The 
rise from the depressed period of do 
mestic trade in 1893 to 1898 was led 
by foreign trade. The latter began to 
revive in 1896 and was going strong 
through 1897 and 1898, whereas the 
floodtide of domestic prosperity was 
not reached until the first part of 1900. 
Thereafter it steadily gained, on the 
whole, and gave no forewarning of the 
depression of 1907-08. Foreign trade 
boomed cumulatively after the World 
War, and the year of the 1920 collapse 
saw it at its all-time climax. In 1929 
foreign trade began to reveal real re- 
cession soon after the domestic reces 
sion had begun but, as a whole, 1929 
was the best foreign trade year we 
ever had except 1919 and 1920. 

We were back into prosperity in 
1923 but in 1922 only in imports was 
the volume of foreign trade barometric 
of good times. Again, there was no 
recession of foreign trade in 1925 and 
1926 to warn us of the minor depres 
sion of 1927. We can, however, rea 
sonably infer from the record that the 
United States can easily start on the 
upward path without the help of ex- 
panding foreign trade. Owing to the 
profoundly different position of the 
United States with relation to the for- 
eign world since the war, it having 
become the world’s leading trader and 
also the chief creditor nation in 
current transactions of not in total, 
it is not too much to say that we 
have now become the power house of 
the international business line. World 
depressions are likely normally to have 
their ultimate causes as well as the be 
ginnings of their ends with us. 

The facts of history and of present 
position tend to the conclusion that the 
practical unanimity of opinion at home 
and abroad that the detonation that is 
to set off the next burst of world pros 
perity will be in the United States 
well founded. Wall Street’s collapse in 
1929 proclaimed the end of the great 
world cycle that began in 1921, and it 
will probably fall to Wall Street to run 
up the signal for full speed ahead in 
the new cycle. But before the signal 
is given steam will have been long a 
cumulating in the boilers of the powe! 
house of the line—the good, old U: 
S. A. 
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DIVIDEND 


ARMOUR &5 COMPANY 
OF DELAWARE 





On Fesruary 20th a quarterly 
dividend of one and _ three- 
fourths per cent (144%) on the 
preferred stock of the above 
corporation was declared by 
the Board of Directors. Pay- 
able April 1, 1931, to stock- 
holders of record at the close 

of business, March 10, 1931. 

E. L. LALUMIER, 
Secretary 





* 











LOEW’S INCORPORATED 


“THEATRES EVERYWHERE” 
February 19th, 1931 
Ts Board of Directors of Loew's Incor- 
porated has declared a quarterly dividend 
of 75c per share on the Common Stock of this 
Company, payable on the 31st of March, 
1931 to stockholders of record at the close of 
business on the 14th day of March, 1931. 
Checks will be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 





AencaN TELEPHONE AND TELEGRAPH COMPANY 
166th Dividend 
Tue regular quarterly 
dividend of Two Dollars 
4 and Twenty-Five Cents 

“ES” —- ($2.25) per share will be 
paid on April 15, 1931, to stockholders 
of record at the close of business on 
March 14, 1931. 

H. BLAIR-SMITH,, Treasurer. 











TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a distribution 
of $1.00 per share on the Company’s 2,540,000 
shares of capital stock without nominal or par 
value, payable on March 16, 1981, to stockholders 
A record at the close of business on March 2, 
Hy 
Stockholders will be advised later as to what 
portion of said distribution is from Free Surplus 
and what from Reserve for Depletion. 
H. F. J. KNOBLOCH, Treasurer. 





THE BELL TELEPHONE COMPANY 
OF CANADA 


NOTICE OF DIVIDEND 


A dividend of two per cent (2%) has 
been declared payable on the 15th of April 
31, to shareholders of record at the close 
of business on the 23rd March, 1931. 
W. H. BLACK, 
Secretary-Treasurer 
Montreal, 25th February. 1931. 





THE DETROIT EDISON COMPANY 


60 Broadway, New York, February 2, 1981. 
A quarterly dividend of Two Per Cent. ($2.00 
Der share) on the Capital Stock of the Company 
will be paid on April 15, 1981 te stoekholders of 
record at the clese ef business on March 20, 10981. 
SAMUEL C. MUMFORD, Treasurer. 


or 


MARCH 7, 1931 








Facts, News and 


Comments 


The City Bank Farmers Trust Co. is 
back on familiar ground. It has re- 
cently moved from temporary quarters 
to its new 54-story skyscraper on the 
block bounded by William Street, Ex- 
change Place, Hanover and Beaver 
Streets, New York, where prior to its 
afhliation with the National City Bank 
of N. Y. in 1929, it operated as the 
Farmers’ Loan and Trust Co. 


* * * 


An argument supporting the theory 
of common stocks as long term invest- 
ments might be found in the recent re- 
port of the Sun Life Assurance Co. of 
Canada which has long been a consis- 
tent investor in high grade common 
stocks. Valued as of December 31, by 
the Canadian department of insurance, 
the company’s holdings of common 
stocks show a substantial excess over 
cost, even at the low prices prevailing 
at that time. Or perhaps this phe- 
nomenon is merely another indication 
of the investment sagacity of the com- 
pany. 

* * # 


Frank T. Hulswit, president of the 
American Commonwealths Power 
Corp., recently stated that his company 
is concentrating on more efficient op- 
eration and more intensive develop- 
ment of the territory already served 
rather than on the purchase of addi- 
tional properties. It would seem to be 
a very profitable plan if the company’s 
record earnings in 1930 can be at- 
tributed to it. 


* * * 


Ernst & Co. recently announced that 
in addition to the memberships the com- 
pany holds on the New York Stock 
and Curb exchanges, it has become as- 
sociated with the Chicago and Cleve- 
land stock exchanges. 





Dilon, Fead ¢ Co. 


and Manicipal Bonds 
Railroad, Public Utility and 

















BABSON INSTITUTE 
offers 


Business 
Training 
for Your Son! 


Will your son develop quickly into a busi- 
ness executive or will you let him waste 
years in the “school of hard knocks” and 
possibly never reach success? 

Babson Institute offers every young man 
an unusual opportunity to train for leader- 
ship. In nine months, business men instruc- 
tors can give your son a firm foundation 
for his career. Here he will be taught not 
only the principles but the practical applica- 
tion of the laws of Finance, Management, 
Production and Distribution. In a small con- 
ference group and in a real business environ- 
ment he will receive the type of training that 
is a stepping stone to an executive position. 


Send for Free Booklet 


You owe it to your son to find out about the inten- 
sive 9-months course at Babson Institute. Write for 
our free booklet, ‘Training for Business Leadership.” 

Next term opens March 28 


Fill in coupon below 


Div. 155 Babson Park, Mass. a 
Please send me, without any obligation, your 
booklet, “Training for Business Leadership,” 
and complete information about the intensive 
nine months business course at Babson Institute. 
in, 

















“What the 
INVESTOR 
should know” 


A booklet for the investor 
rather than the speculator. 
Sent free upon request. 
Ask for booklet M-1 





CLARENCE HODSON 
& COMPANY, ie. 


Established 1893 
165 Broadway 


Q% 


Industrial Credit Corp. 








New York 

















with maximum safet 
can be obtained chanel 
investment in the Bond 
and Share Units of 





Felix Auerbach Co. 


Sole Distributors 
280 Broadway New York 
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DIVIDEND f NOTICES 


UTILITIES 


POWER & LIGHT 
CORPORATION 


(For quarter ending March 31, 1931) 


7% Cumulative Preferred Stock 


Quarterly dividend. ..$1.75 per share 
POPES: DI ssicscrcicesss April 1, 1931 
To stockholders of record Mar. 5, 1931 


Class A Stock 


Quarterly dividend..... 50c per share 

Payable on .............. April 1, 1931 

To stockholders of record Mar. 5, 1931 
Stockholders have right and op- 
tion to oa in lieu of their cash 
dividend, 1/40th of a share of 
Class A for each held. 


Class B Stock 


Dividend for quarter...25c per share 
Payable on ..... ........ April 1, 1931 
To stockholders of record Mar. 5, 1931 


Stockholders have right and option 
their cash divi- 


stock for each Class B share held. 
Common Stock 


Dividend for quarter...25c per share 
Payable on .............. April 1, 1931 
To stockholders of record Mar. 5, 1931 


eg ener have ro som and op- 

to accept, in lieu of their cash 
dividend, 1/40th of a share of 
Common stock f for eachshareheld. 


As to the Class A, Class B and Com- 
mon Stocks, unless the close 
of- business March 13, 1931, the 
stockholder advises the Cor ration 
that he desires his dividend in cash, 
the Corporation will send to him 
the additional stock (or scrip for 
fractional shares) to which he is 
entitled. 




















GENERAL MILLS, INC. 


COMMON 
STOCK 
DIVIDEND 


March 2, 1981. 
Directors of General Mills announced today 
declaration of regular quarterly dividend of 
$1.50 per share upon Preferred Stock of Com- 
pany, payable April ist. 1981, to all Preferred 





Public Service Corporation 
of New Jersey 


Dividend No. 95 on Com- 
mon Stock 
Dividend No. 49 on 8% 
Cumulative Preferred Stock 
Dividend No. 33 on 7% 
Cumulative Preferred Stock 
Dividend No. 11 on $5.00 
Cumulative Preferred Stock 


The Board of Directors of Public 
Service Corporation of New Jersey has 
declared dividends at the rate of 8% 

er annum on the 8% Cumulative Pre- 
erred Stock, being $2.00 per share; at 
the rate of 7% per annum on the "1% 
Cumulative Preferred Stock, being $1.75 
per share; at the rate of $5.00 per an- 
num on the non owl value Cumulative 
Preferred Stock, being $1.25 per share, 
and 85 cents per share on the non par 
value Common Stock for the quarter 
ending March 31, 1931. All dividends 
are payable March 31, 1931, to stock- 
holders cf record at the close of busi- 
ness, March 2, 1931. 

Dividends on 6% Cumulative Pre- 
ferred Stock rt ” aaa on the last 
<= of each mo 

W. Van iMiddlesworth, Treasurer. 





Public Service Electric and 
Gas Company 


Dividend No. 27 on 7% 
Cumulative Preferred Stock 
Dividend No. 25 on -6% 
Cumulative Preferred Stock 
The Boar of Directors of Public 
Service Electric and Gas Company has 
declared the regular quarterly divi- 
dend on the 7% and 6% Preferred 
Stock of that Company. Dividends are 
payable March 31, 1931 to stockholders 
of record at the close of b siness, 


March 2, 1931. 
T, W. Van Middlesworth, Treasurer. 








International Petroleum 
Company, Limited 
Notice of Dividend No. 28 


NOTICE is hereby given that a dividend of 25c. 
United States Currency per share has been de- 
clared, and that the same will be payable on or 
after the 16th day of March, 1931, in respect to 
the shares specified in any Bearer Share Warrants 
of the Company of the 1929 issue upon presenta- 
tion and delivery of coupons No. 28 at the follow- 
ing banks:— 


The Royal Bank of Canada, 
King and Church Streets Branch, 
Toronto 2, Canada. 
City Bank Farmers Trust Company, 
22 William St., New York, N. Y. 
The National City Bank of New York, 
36, Bishopsgate, London, E.C. 2, England. 
OR 


The Offices of the International Petroleum Com. 
pany, Limited, 

56 Church Street, Toronto 2, Canada. 

The payment to Shareholders of record at the 
close of business on the 28th day of February, 
1931, and whose shares are represented by regis- 
tered Certificates of the 1929 issue will be made 
by cheque, mailed from the offices of the Com- 
pany on the 14th day of March, 1931. 

The transfer books will be closed from the 2nd 
day of March to 16th day of March, 1931, inclu- 
sive, and no Bearer Share Warrants will be 
“split’’ during that period. 

By order of the Board, 





J. R. CLARKE, 
Secretary. 
56 Church Street, Toronto 2, Canada, 
19th February, 1931. 








WARD BAKING 
CORPORATION 


New York, February 26, 1931 


A quarterly dividend of one and three- 
quarters percent (134%) on the Pre- 
ferred Stock of this Corporation has 
been declared, payable on April 1, 
1931, to stockholders of record at the 
close of business March 17, 1931. 


JOHN M. BARBER, Treasurer 

















UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of sixty-five cents 
(65c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable April 1, 1931, 
to stockholders of record at the 
close of business March 4, 1931. 
WILLIAM M. BEARD, Treasurer 























Stockholders of record at close of b 
March 14th, 1981. Checks will be mailed. 
Transfer books will not be closed. 
* o (Signed) D. D. DAVIS, 
Vice-President. 


Gop Menar Frour 





UNDERWOOD ELLIOTT FISHER COMPANY 


A divifiend of $1.75 a share on the Preferred 
stock and a dividend of $1.25 a share op the 
Oammon stock of Underwood Elliott Fisher Oom- 
pany a be payable March 81, 1981, to steck- 
= 7m of record at the close of business March 


0. 8 DUNOAN, Treasurer. 
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THE ELECTRIC STORAGE BATTERY 
COMPANY 


Allegheny Ave. and 19th St. 
Philadelphia, February 20, 1981. 
The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly divi- 
dend of One Dollar and Twenty-five Cents . ($1.25) 
per share on the Common Stock and the Preferred 
Stock, payable April 1, 1931, to stockholders of 
record of both of these classes of stock at the 
close of business on March 8, 1981. Obecks will 
be mailed. 
WALTER G. HENDERSON, Treasurer. ~ 











SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 

A QUARTERLY DIVIDEND of One Dollar and 
Fifty Cents ($1.50) per share on the Capital 
Stock of this Company has been declared payable 
at the Treasurer’s Office, No, 165 Broadway, New 
York, N. Y¥., on Wednesday, April 1, 1931, to 
stockholders of record at three o’clock P. M., on 
Tuesday, February 24, 1931. The stock transfer 
books will not be closed for the payment of this 


dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., February 18, 1931. 





E, I. DU PONT DE NEMOURS & CO. 


Wilmington, Del., February 16, 1931. 

The Board of Directors has this day declared & 
dividend of $1.00 per share on the outstanding 
$20.00 par value Common Stock of this Company, 
payable on March 14, 1981, to stockholders of 
record at the close of business on February 26, 
1931; also dividend of $1.50 a share on the out- 
standing debenture stock of this Company, pay- 
able on April 25, 1931 to stockholders of record at 
the close of business on April 10, 1931. 


CHARLES COPELAND, Secretary. 








ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York. 
February 24, 1931. 
Allied Chemical & Dye Corporation has declared 


quarterly dividend No. 41 of one and three-quar- 


ters per cent (1%%) on the Preferred Stock of 
the Company, payable April 1, 1931, to preferred 
stockholders of record at the close of business 


Mareb 7, 1981. 
H. F. ATHERTON, Secretary. 
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“All factors indicate present is Opportune 


Hy 


“Ml 


for Investing in Securities...... 


me LOOKS on the face of things as if the time is ‘right’ and prices 

are ‘right.’ There remains the matter of a ‘right’ security. 
As to this, everyone must judge for himself and select for himself.” 
(Thomas F. Woodlock in The Wall Street Journal, January 24, 
1931.) 

The steadily growing earnings, desirable character of the territory 
served and the essential nature of the business recommend Associated 
Gas and Electric Company securities. Gross and net earnings as 
well as gas and electric output of the properties in the Associated 
System during 1930 were the largest in its history. 


Above average productivity in these utility areas 


The better than average industrial, agricultural and mining produc- 
tivity of the territories served should result in more rapid develop- 
ment and wider use of gas and electricity in Associated areas. Per 
capita value of manufactured, mining and agricultural products in 
the 2,857 counties that have electric service in the United States, is 
$631. Per capita value of these products in the 63 counties in which 
Associated properties serve half or more of the population, is $685. 

30,300 new investors during 1930, bringing the total to 220,480 
during the year, points to the public’s appreciation of the earnings 
possibilities of the Associated System. An unusually large pro- 
portion of the security holders are customers served by the operating 
properties. 

Earnings on an “overall” basis after depreciation, are 2.04 times 
annual interest requirements on the funded debt of the company and 
all interestand preferred dividend charges of its operating properties. 

For a list of recommended securities of the Associated Gas and 
Electric Company, together with a booklet descriptive of the opera- 
tions of the System, write 


GENERAL UTILITY SECURITIES 


INCORPORATED 
61 Broadway New York 




















Sunshine 
mellows 
Heat Purifies 


LUCKIES are always 
kind to your throat 


The advice of your 
physician is: Keep 
out of doors, in the 
open air, breathe 
deeply; take plenty of 
exercisein themellow 
sunshine, and have 
@ periodic check-up 
on the health of your 
body. 








Everyone knows that sunshine 
mellows — that’s why the “TOASTING” proc- 
ess includes the use of the Ultra Violet Rays. 
LUCKY STRIKE = made of the finest tobaccos 
=the Cream of the Crop—THEN—“‘IT’S 
TOASTED” — an extra, secret heating process. 
Harsh irritants present in all raw tobaccos 
are expelled by “TOASTING.” These irritants 
are sold to others. They are not present in 
your LUCKY STRIKE. No wonder LUCKIES are 
always kind to your throat. 











he 


‘It's toasted” =SSggy:: 


eae. D tra, every Ti pid 
i om = Bi ep Thar 
Your Throat Protection—against irritation—against cough and Saturdl 
evening ovet 


© 1981, The American $ 
Tobacco Co., Mfrs. ; N.B.C. 








